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Governments  are  liighly  diversified  operations,  offering  liroad  \arieties  of 
eoinplex  services  that  woidd  humble  the  largest  private  sector  conglomer- 
ates. In  addition,  governments  face  increa>ing  demands  tor  these  services  and  often 
decreasing  resources.  \^  lule  accepting  those  daimting  challenges,  however,  gov- 
ernments too  often  misplace  what  could  lie  the  kev  to  their  success — an  uuvielding 
conmiitment  to  customer  satisfaction.  And  wliile  go\ermiients  are  not  like  pri\ ate 
businesses  in  many  ways,  tools  used  by  businesses  to  satisfy  their  customers  can 
be  successfidly  employed  in  the  pidthc  sector.  Tlus  article  explores  how  govern- 
ments can  use  these  tools  to  fundamentally  change  the  cidture  of  their  organiza- 
tions and  build  customer  satistactiim.  hi  doing  so.  \^  ake  Couutv  s  current  efforts 
to  acliieve  customer  satisfaction  are  cited  as  examples. 

Governments  touch  manv  hves.  Peojde  who  work  in  government  give  those  they 
sene many  names:  cUents.  taxpayers,  recipients,  users,  \ictiius.  jiatrons,  citizens, 
and  others.  But  in  the  broadest  sense,  they  are  all  "customers" — people  who  buy 
government  services  lor  themselves  or  others  through  taxes  or  ices.  And  there  are 
customers  within  the  government  organization  as  well.  Those  who  directlv  serve 
people  in  clinics,  libraries,  and  hi)U>ehol(U  are  tiiemselves  customers  of  internal 
building  maintenance,  jiersonnel.  comjmter  svstems.  and  other  su]iport  opera- 
tions. Successful  service  dehvery  dejicnds  on  satisfying  ail  of  the>e  customers" 
needs. 

Customer  satisfaction  seldoui  couies  easih  and  is  jiarticularlv  challenging  in 
government.  I  ulike  liie  private  sector,  governments  often  jirovide  services  to  one 
gi'oup  oi  peojile  that  are  jiaid  for  hv  others.  And  sometime>  go\ernmeuts  uuist  re- 
strict the  acti\  ities  or  rights  ol  some  peo|ile  on  behalf  of  others.  These  indirect  cus- 
tomer-iiro\ider  relationships  pose  particidar  problems  in  meetmg  t  he  i  iften  \  arying 
expectations  ol  both  the  reci])ients  of  the  services  and  the  purchasers  of  them. 

Customer  satislactiou  in  government  also  is  challenged  bv  the  nature  of  i>ubhc 
sei'vices.  Services  are  inherentlv  more  difficidt  to  deUver  than  products.  Services 
are  intangible,  while  jiroducts  can  be  manufactured  to  exacting  design  specifi- 
cations under  controlled  conditions.  cn>Luing  consistent,  rcliaiiic  (pialitv.  Ser- 
rices  are  siiuultaricou>l\  jiroduced  and  consumed:  thev  cannot  be  manufactured, 
iuventoiied.  and  deli\fred  on  demand.  Services  also  reipiirc  the  acti\e  jiartici- 
pation  of  the  ])ersons  being  served.  For  these  reasons,  the  expectations  custom- 
ers have  for  ser\ices  camiot  easily  be  defined  and  negotiated,  and  ser\ice  deLi\eiT 
cannot  be  controlled  rigorously.  Ser\ices  are.  therefore,  iidierenth  more  vari- 
able and  subject  to  failures.  \^  ith  these  iiiuitatiou>.  what  can  goxeinnients  do 
to  improve  customer  satisfaction'' 

Biiildiiio:  a  Customer  Satisfaction  8traleg> 

If  a  government  uants  to  improve  customer  satisfaction,  it  must  develop  a 
customer  satisfaction  strateg\.  For  this  strategy  to  be  effective,  it  must  be  able 
to  reshape  the  culture  of  the  organization  fundamentally.  The  slrateg\  must 
include  a  careful  integration  of  a  customer-centeied  mission,  customer-driven 
service  deli\eiies.  and  management  s\ stems  that  sujiport  antl  reinforce  them.  The 
development  of  such  an  effective  customer  satisfaction  strateg)'  shoidd  include 
the  following  ste|)s: 


The  author  is  an  assi.sffiiK  c<iiinl\  maniim'r  fur  11  nki'  (.(niiily.  \()illi  (iinilinn.  The  pho- 
tograjih  (It  left  .s/kmc.s  Ln  \  cnip  Kininlrec.  an  rinp{fi\t>i'  tif  the  \\  ake  (,iniiity  lini'inir  ('tillector's 
Office,  helping  Donna  Ritler.  Photograi>hs  by  (iary  I).  Knight. 
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Fi^iiiT  1 
\^  ake  Couiih  Cuslonicr  St'r\  icf  SfU-Assessiiient 


Fi^irc  2 
\S  ake  ('oiiiilv  <!ii?-li>iiiri-  Fi'idhack  (aril 


1^ 

W  lin  arc  111)  cii-hpiiiri-/'                                                          i 

■•} 

\\  hat  service!  do  1  (id'er  to  luv  ciislnniri--.' 

3. 

W  liat  do  my  riistdiiiers  waiit/e\|ie(l  loi  llir  -erviir- 

I  ofT,-,-.' 

1. 

Hou  do  1  know  \sliat  ni\  cii^lniiiri'^  waiUVxiiert? 

5. 

Coinijareil  to  my  uliilil).  lo  iIcIIm-i-.  Imu  rrali-lii 

are  these  customer  wantM'e\]iectatioii>/ 

(). 

\\  hat  are  my  constraints  in  meetini;  my  cu-toiiui-' 

Mants/expectation-' 

~ 

How  have  1  res|ionilcil  t.p  iinreah-tii'  cn^tomcr 

wants/e\|ieetation-.' 

8. 

On  a  scale  of  one  to  ten.  how  >atislieil  are  nn 

customers  with  each  nl' the  ser\ices  1  olTer/ 

I). 

On  a  scale  of  one  to  ten.  ho\s  -ati>hcil  am  1  \\nh  the 

ser\ices  I  otiery 

10. 

How  do  I  know  it  m\  cu-tomci-  aii-  -ati-hedy 

11. 

If  my  customers  had  the  choice,  would  the\  |pa\  me 

the  cost  of  mv  -ervice-.  rclii-c  them,  or  |iurcha,-e 

the  ser\ice>  troiii  -oiiiconc  else? 

How  Did  We  Do 

?? 

•     • 

Excellent 

Average 

Poor 

Quality  of  Work?            _ 

— 

^ 

D 

— 

Knowledgeable?              D 

n 

D 

D 

n 

Courteous?                      D 

n 

D 

D 

n 

Timeliness?                      D 

D 

D 

D 

n 

We  welcome  your  comments  _ 

1.  A  self-assessment  of  the  ciiffeiit  (lcli\erv  iif  services 
to  customer^ 

2.  Acti\e  -(liicitatiiiii  id  cu-tniiier  teeilljack 

3.  .^electiiiii  (d  eii>tiiiiier  ,-ati>taetiiin  tcml- 

4.  Imidemeiitatiiiii  eltnrt- 

.).   Ree\  aliiatioii  anil  reile>ii;ii  of  the  ileliverv  of  services 
til  cii>tiiiiiers 

Self-.\ssessiiieiits 

The  lii^iiest  iilistaeles  to  ;:ooiI  eiistonier  service  are 
service  ]iro\iiliT«  reliances  on  tlieir  own  perceptions  of 
their  services.  In  liulli.  tile  service  [iroviders  judgments 
are  largely  ii'relc\anl.  I  lie  nio-t  im|iortant  perceptions 
are  those  ol  the  iu>toiiier-.  lor  vsitluuit  them  there 
would  lie  no  -ci'Nice  liemaiiii.  Piiiilic  oi ;;unizations 
cannot  alforii  to  purine  -er\ice  stanilarii-  that  are  not 
valued  li\  their  cnstomfrs.  However,  it  is  important 
for  manai;er>  to  realize  that  ililferenees  hetween  em- 
jilovee  or  professional  standards  and  those  of  their  eiis- 
tomers  e;m  create  anxieties  and  conflicts  within  an 
ori;anization. 

V  customer  ser\ice  self-assessment  can  hel]i  service 
inanajier-  realize  the  limitations  of  their  own  perce]ition> 
and  focus  their  attention  on  the  need  for  gi'eater  cus- 
tomer teedliaek.  A  sell-assessment  questionnaire  should 


ehalle'iif;!'  the  service  ])roviders  to  think  ahout  who  their 
customers  are.  what  thev  want,  and  how  thev  evaluate 
the  services  they  receixe.  It  should  also  encourage  the 
providers  to  think  ahout  how  their  customers'  expecta- 
tions eomjiare  to  their  service  eapahUities.  what  con- 
strain- those  eapaiiilities.  and  iiow  they  can  respond  to 
gaps  between  expectations  and  altUities  to  dehver.  A 
sam])le  self-asM■s^ment  used  liy  a  numlier  of  \^  ake 
Countv  departments  is  shown  in  Figiue  1. 

CiL*tonier  Feedback 

If  effeeti\e.  the  -elt-as-essment  shoidil  draw  the  ser- 
\ice  pio\iilei-  to  a  new  de-ire  to  get  customer  iiijiut.  Ef- 
forts to  solicit  this  input  at  this  jioint  are  essential  for  two 
reasons.  First,  the  injiut  can  helji  to  reorient  services  that 
ma\  ha\e  drilteil  liailK  from  the  mark  due  to  prior  inat- 
tention. Second,  tills  hiput  is  needed  to  decide  wliich  tools 
-lioiild  he  used  as  jiart  of  the  customer  service  strategv 
and  to  pro\iile  liaseline  data  lor  later  evaluations  of  the 
eHecti\enes>  id  the  tool-. 

(.ustomer  feedliack  can  lie  ohtained  in  a  vaiietv  of 
wa\s.  In  Wake  (!oiiiit\.  feedliack  is  ohtained  ihrongh 
"llou  l)iil  W  c  Uo.'  card-  n-eil  imniediatelv  after  the 
-er\  ice  delivery  ( see  Figure  2 1,  annual  customer  surveys. 
inili\iilual  inter\iews  and  focus  LToups.  and  reviews  of 
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1    ')    I) 


unsdliritfil  writtrii  and  \iTl)al  (•ustiiiiit'rroiiiiiii'nts.  In 
satlierinj;  custonicr'  li'cdiiack.  it  is  essential  to  (ililain 
Ixith  solicited  and  unsolicited  comments,  as  a  reliance 
on  oiily  unsolicited  feedback  may  give  a  distorted  un- 
derstandiiij;;  of  customer  |)erceptions. 

It  also  is  important  to  solicit  feedhack  on  onlv  rel- 
evant asjiects  of  siTvice  (leliverv.  W  ake  ( lountv  s  Rev- 
enue (Collector  s  OKlce.  lor  e\ani|ile.  does  not  solicit 
leedlia<k  on  cn^tomcrs  |M'rcc|itions  of  tlie  |iro|icrl\ 
tax  levy.  That  information  may  lie  of  interest  to  the 
commissioners  in  their  financial  planning,  but  it  does 
not  reflect  on  the  nature  or  quabty  of  the  revenue 
collector's  serv ices.  Instead,  as  shown  in  Figure  3,  the 
focus  is  on  cnstomer  service  beha\iors  regarded  as 
important  to  effective  service  dehvery. 

On  even  these  behaviors,  of  course,  service  evalu- 
ations bv  customers  can  be  contaminated  b\  their 
judgments  of  the  appropriateness  of  a  tax  le\A  itself, 
and  tins  shoidd  be  considered  in  evaluating  the  data 
received  from  these  evahiations.  Sin']iiisingK  .  Wake 
(^ountv  has  found  la\pa\t'rs  easilv  alilc  lo  disasMici- 
ate  their  feelings  about  taxation  froTii  the  scr\ice  be- 
havior of  the  staff.  I  hose  beha\iors  have  been  given 
a  high  rating  consistentb  .  even  by  people  whose  sala- 
ries have  been  garnished  li\  Wake  Comity's  tax  col- 
lection efforts. 

Tlie  CujitoiiuT  Sali^-factioii  T<>oIIm)\ 

Armed  uilli  the  results  of  the  self-assessment  and 
customer  input,  a  government  can  identify  customer 
service  objectives  and  decide  the  means  of  achieving 
them.  The  crafting  of  tins  part  ol  the  strategn,  is  com 
])lex.  calling  for  the  de\clo]iment  of  a  varietv  ol  cus- 
tomer satislaction  tool>.  Wake  (lount\  s  Hi-endan 
Burke,  budget  and  nianagenient  anaKst.  has  culled 
fi'om  research  ol  successful,  largelv  ])rivate  sector  or- 
ganizations a  set  of  usefiU  tools  for  tliis  task.  A  brief 
sununary  of  each  of  these  fourteen  tools  follows: 

Customer  satisfaction  research.  Contiinious 
feedback  from  the  customer  is  essential  to  the  tim- 
ing ot  services  to  meet  or  exceed  customer  expecta- 
tions.  As  descrilied  earher.  feedliack  de\ices  can 
range  from  comment  cards  to  focus  giouji  interviews. 
Of  all  the  customer  satisfaction  tools  in  the  "tool- 
box,' customer  feedback  is  the  most  in(lispensal)le. 
Feedback  is  essential  in  the  design  of  the  service,  as 
well  as  in  its  ongoing  delivery  and  evaluation.  W  ith 
out  it,  service  providers  so  distance  themscKes  from 


Fi^ire  .5 

Wake  Coiiiily  Reveiiui'  (iolleclor's  OCtic 

Siii'vev  of  Ciistoiiier  Salislaiiiiin 


WAKE  COUNTY  REVENUE  COLLECTOR'S  OFFICE 

CUSTOMER  SERVICE  SURVEY 

Date 

HOW  WOULD  YOU  RATE  THE  FOLLOWING: 

Above 
Excellenl  Avg.    Aveiag 

Below 
e    Avg.  Uni 

cceplable 

•   Availability  of  staff  to 
assist  you 

□ 

□        □ 

□ 

a 

•  Knowledgeability  of 
employee 

•  Friendly  attitude/ 
tone  of  voice 

□ 
□ 

□  □ 

□  □ 

□ 

□ 
□ 

•  Promptness  of  response 
to  your  requeslneed 

•  Helpfulness  of  employee 

•  Accuracy  of  employee 

3 

3        □ 

J      a 

□      □ 

□ 
□ 
□ 

a 
□ 
a 

DID  THE  EMPLOYEE... 

•   Greet  you  in  a  fnendly  and 
courteous  manner' 

YESQ 

NO  □ 

•    Make  initial  eye  contact' 

YESa 

NO  □ 

•   Smile' 

YESD 

NO  D 

•   Acknowledge  or  apologize  if 
you  fiad  lo  wait  for  service? 

YES  J 

NO  _1 

•    Use  your  name  during  the 
transaction? 

YES  a 

NO  □ 

•    Make  closing  eye  contact? 

YESa 

NO  □ 

•   Thank  you  or  express 
appreciation  at  the  close  of 
your  transaction? 

YESQ 

NO  a 

Is  there  anyone  you  would  like  to  recognize  who  wa; 

J  especially  helpful  to 

you'  If  so.  please  indicate  their  name 

below: 

Please  make  any  other  comments  or 

suggestions  below: 

Thank  you  for  completing  our 

comment  card,  if  you 

would  like  us  to 

respond  in  any  way,  please  print  your  name  &  address  below: 

Name 

Address 

City 

State 

_   Zip 

Telephone  #:  Home 

Work 

POPULAR 
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their  ciistDiiiers  needs  and  e\|ieetatiiiii>  that  puninj: 
their  .-ati.-laetion  lieeiiine>  iiKire  riiineidental  than 
earned. 

€oni|)laiiil  handling  systems  and  disaster  reco^  ery. 
The  Ijest  of  ser\  iee  deh^  erv  s\  steins  will  sometimes  mal- 
Innctiiin.  Vnticipatinfi  and  prepai'ini;  fur  these  failures 
can  lielji  to  restore  customer  eonfitlence  and  lovalt\ .  as 
well  as  lessen  the  possiljility  of  a  dissatisfied  customer 
impairing  other  customers'  perceptions.  The  ser\dce  pn  i- 
\ider  shoidd  lun e  a  system  for  recei\ing  and  responflinj; 
to  complaints  that  makes  the  exjn-ession  of  the  comjilaint 
easy  and  pri\ate  and  that  pro\  ides  lor  a  timely  assess- 
ment and  response  to  the  complaint.  The  resj)onse  to  the 
comjdaint  could  range  from  a  smcere  apolog)  to  more 
snlistantiye  compensation.  depentUng  on  the  degree  of 
inci)n\enience  or  damage  and  the  customer  s  perception 
(if  what  xvouid  constitute  a  fair  resolution.  Comjtlaints  arc 
too  imjiiirlant  to  igiKirc.  \  l')(!6  study  liy  the  Technical 
Assistance  Research  In-titute  indicated  that  onh  4  to  .5 
percent  of  tlissatished  customers  comjilain.  This  means 
that  for  eyery  person  that  hothers  to  comj)lain.  there  arc 
prohahly  t\vent\  people  that  feel  the  same  way.  L  nder- 
stanfUngtliis.  the  complaint  that  may  haye  hcen  dismissed 
as  an  isolated  whine  hecomes  a  yalualilc  source  of  infor- 
mation ahout  seryice  jirolilems  that  nuist  he  addressed. 
Persoraiel  selection  for  cnstonier  ser\ice  attitude 
and  skills.  If  customer  seryice  is  valued  hy  the  organi- 
zation, slvills  in  [iroyichng  it  shoidd  be  an  important  se- 
lection criterion  for  new  employees.  It  is  hard  to  teach 
people  to  care  ahont  customers  if  that  is  not  tiieir  n<ir- 
mal  inclination.  It  may  he  easier  to  teach  them  the  tech- 
nical skills  they  wUl  need  <in  the  joh.  When  these 
situations  arise,  it  mav  he  ap]iropriate  to  fa^or  cirstomer 
service  attitudes  and  sldlls  more  than  technical  skills, 
reahzing  that  the  latter  mav  sometimes  he  acquired 
_.»■<»«-  more   easily   through   training   and 

experience. 

Customer  ser\ice  skills 
traiiung.  Training  forem- 
jdoyees  is  essential  to 
raising  awareness  of 
custom<n'  ser\iceoh- 
jecti\es  and  to  ihc 
nurturing  and   de- 
xelojiment    of   cus- 
tomer .seryice  sldUs 
used     to     acliieve 
them.  Tniiningin tech- 
nical andprohlem-sohing 


skills  also  is  essential,  as  eni|)loyees  must  have  the  knowl- 
edge and  sldlls  to  provide  consistent  liigh-quaUtv  work. 
Customer  satisfaction  residts  when  cpiahty  work  com- 
huies  with  ([uality  service. 

Enipo^verment  of  employees.  Timely,  flexiljle.  and 
responsive  service  dej)ends  upon  supervisors  and  other 
emi)lo\ees  ha\Lng  sufficient  authority  to  act  on  the 
organization's  behalf.  Linnecessary  regidations  and  ap- 
jiroval  processes  can  impede  effective  service  dehvery. 
Recognizing  this.  \^  ake  County  strijtped  away  a  broad 
array  of  administrative  controls,  gi-anting  its  operatmg 
dejiartmcnts  nnich  greater  authority  over  their  budgets, 
|icrsoiniel  decisions,  work  schedides.  and  purchasing 
acti\ ities.  A  sununary  of  these  actions  is  shown  in  Table 
1 .  along  with  an  assessment  of  their  impacts  after  the  first 
year. 

Em|iowering  dejiartment  heads,  of  course,  does  not 
ensure  that  other  emplo\ees  will  he  empowered.  De])art- 
mcnt  managers  must  extend  that  ]diilosophy  and  its 
]iractical  dav-to-day  authorizations  throughout  their  or- 
ganizations. The  empoxverment  message  from  manage- 
ment must  be  clear  and  conyincing.  As  Wake  County 
Health  Director  Leah  Devhn  jiut  it  in  training  her  staff. 
■■Just  do  it.  \ou  will  make  some  mistakes,  \\  e  all  do. 
However,  as  long  as  von  err  on  the  side  of  pro\iding 
better  customer  ser\ice.  we  will  ba(d\  vcm  completely." 

Personahzation  of  serxice  delivery.  Adding  a 
personal  touch  to  the  deli\er\  of  seryices  can  make  cus- 
tomers feel  more  comfortable  and  apin-eciated.  This  is 
particularly  im|iortant  in  government,  as  some  ]iuhlic 
sci-\ices  are  not  volinitarLIx  consumed  (for  instance,  per- 
mitting processes  and  tax  payments),  and  others  involve 
deaUng  with  customers  in  particularly  stressfid  moments 
(for  example,  piddic  assistance  programs,  coimseling 
services,  antl  fire  and  law-enforcement  responses).  Ser- 
vices can  be  personalized  by  assigning  jiarticular  work- 
ers to  customers;  using  names  in  conversations:  showing 
interest  in  the  customer  as  a  whole  individual,  not  just 
as  a  consinner  of  one  particidar  ser\  ice:  anil  by  ahvays 
showing  empathy  for  customer  concerns. 

Employee  recognition  and  oxvnerslup  efforts.  Cus- 
tomer satisfaction  dejiends  upon  employee  satisfaction. 
It  is  unreasonable  to  expect  emplo\ces  to  dehver  cheer- 
fid.  em]iathetic  services  when  they  do  not  feel  appreci- 
ated. Recognition  of  good  customer  service  behavior. 
ilenKjnstrated  concern  for  employees'  welfare,  and  ex- 
pressions of  confidence  and  trust  can  proyide  a  nurtur- 
ing en\ironment  for  employee  ownership  and  jiromote 
carinsi  customer  sei-\ice. 
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AitiWtv 


Proct'duiT  Prior 
til  Dcrefiulatioii 


Table  1 
Summary  of  Major  Viake  Comity  Deregulation  Efforts 

New  Prin'tMlui't' 
after  Dere^rnlatiun 


First-\ear  lin)ia('t 


Piuxhase  orders 


Retpiisitions  and  pnrehase  orders 
were  needed  for  an\  [Hii'ehase 
of  .S50  or  more. 


Can  order  up  to  SI. 000 
without  a  rei|uisition  or 
purchase  order. 


More  departmental  flexiljihty:  ([uieker 
aec|uisitions;  a|ipro\imately  10% 
hi;;hcr  cn^ts  due  to  lack  of  vcilume  dis- 
ccimU.-  or  Purcha.-iui;  Department's 
vendor  knowledj;e:  unclear  i]U|iact 
on  jiurchasini;  intep-itv. 


Budjiet  coutnji  Lme-item  contml  (-u|iphe>.  travel, 

utihties.  etc.)  fur  all  departments; 
control  (if  numlier  of  po.-iliiin>. 
ti"an*lcr>  of  salar\  fundinu.  and 
capital  outlay  items  ot  •""•5(10 
or  more. 


Lunip->um  department  luidp'ts: 
control  of  nundier  of  ]jositions 
and  transfer>  ol  salar\  lundinii 
maintainiMl:  caiiital  outla\ 
approNal  limited  to  Sl.dlMI 
or  more. 


O.oH-  decrease  in  percentage  of 
operating  budgets  (excluding  salaries) 
sjicut:  L.S'/f  increase  in  average  depart- 
ment expenditures  (includuig  salaries) 
largely  due  to  new  jiohcN  of  pa\ing 
unlindgeted  o^ertime. 


\pplicant  screening 


PecMirniel  Department  screened 
all  applicants  and  referred  top 
ranking  contenders  to  departiiirni 
UiV  selei-tion. 


Departments  gi\en  ojition  of 
screening  all  applicant>  «lio 
meet  mirumurn  i{ualilication> 


Departments  selected  screening 
option  for  36%  of  all  positions: 
no  acherse  impact  noted. 


\\  oik  -(iiedules  County  managers  approval  needed 

for  deviations  from  a:'-W  \.\I.  to 
.5:1.")  I'.M.  work  schedule  (unless 
suliject  to  mandated  dnliesl. 


Department  head  can  varv 
employee  work  days  and  time 
as  long  as  ofhces  are  open  to 
public  8:30  A.M.  to  .5:1.3  I'.M. 


More  de]iartmental  flexibility: 
no  survey  has  been  conducted  to 
determine  variation-  tliat  have 
been  adopted. 


Overtime  work 


("oiint\  manager  s  approval 
needeil  for  employee  overtime 
\vork. 


Authority  for  granting  overtime 
dele:;ated  to  department  beads. 


."-1(17. 1)110  in  overtime:  no  way  to  compare 
to  previous  years,  as  pohcy  also  changed 
on  payment  of  overtime. 


Merit  >alarv  avi arils 


Couiitv  iiiaiiager  approval 
needed  on  all  merit  .-alary 
awards;  ."/f  of  awards  limited  to 
no  more  tban  .50''/  ol  i-mplo\ees. 


Department  bead-  a]iprovc  all 
merit  -alary  awards,  except 
awards  lor  tbemsebes;  total  iund- 
ing  limited  as  liebire.  lint  can  have 
2.5%.  .5%.  or  7.3%  award-  bir 
up  to  60%  of  positions. 


Slight  decrea-e  in  percentage  of 
po-ition-  granted  merits:  no  de- 
partment exceeded  its  allocation 
of  merits  versus  Hve  in  the  previous 
M-ar:  not  sufficient  experience 
to  judge  im|)act  of  2.5%  to  7.5% 
ojitions  as  thev  onlv  went  into  cflcct 
Julv  1.  1991. 


<  It  her  per-onnel  actions      County  manager  approval 
needed   for  most  personnel 
actions,  including  promotions, 
new  hires  at  hiring  rate,  volun- 
tarv  terminations,  leave  without 
pav .  tilling  vacancie-.  etc. 


Most  ])ersonnel  actions  delegated 
to  de])artment  beads,  except  hiring 
aliove  hiring  rate,  mvohintarv 
dismissals  or  susjiensioiis.  leave 
without  pav  for  more  than  six 
months,  advertising  positions  at 
above  step  3  of  |iay  range,  etc. 


Reduced  average  processing  time 
from  2.9  days  to  2.3  days;  gi'cater 
sense  of  departmental  empowerinent: 
no  adverse  unpacts  noted. 


.\o/e:  Dere<^ilati(in  be"an  with  the  19911-91  fiscal  vear 


Customer  serxice  perforinaiice  mea>iireiiients.  If 

vou  can  nitasiiie  ciistdiiier  service,  viiii  can  manaiie  it. 
Regular  mcmiloiiii';  and  analvsis  of  ciistoiiu'r  seivire  be- 
havior anil  iiistiiiner  feeiliiaik  can  point  out  effective 
jtractices.  iilentify  variations  in  service  ie<(iiiiinj:  adjust- 


ments, and  instill  a  iiealtiiv  competitiveness  in  markiiifr 
pfogi-ess  toward  meetin;;  ctistomer  service  objectives. 

Slotjans.  mottos.  and  image  shaping.  Perception  is 
reality,  and  sloijans.  mottos.  and  other  image-sha|iing: 
devices  can  help  to  create  intended  customer  peree|jtions 
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of  .ser\ires.  A  immlier  of^  ake  Coimt\  (lf|iartiiifnts  have 
ail(i]itf(i  >lo^an>.  which  are  ihsjilaved  on  their  statii)nery. 
notices,  and  \  chicles.  For  example,  the  new  motto  for  the 
^  ake  County  lleahh  De])artment  is  ■■Cariiig  Today  for 
a  Heahliv  Tomorrow.  "  The  Emerfrencv  Mechcal  Services 
motto  is  "Excellence  through  Experience  and  Conumt- 
ment."  In  adchtion  to  helping  to  shape  customer  ]iei-ce]i- 
ti(in~.  these  slogans  can  i)ro\ide  vision  and  [iride  to 
employees  stri\ ing  to  live  uj)  to  them. 

If  slogans  and  mottos  are  not  su]iported  hy  man- 
agement and  reflected  ui  organizational  practices,  how- 
ever, they  can  lose  their  legithnacy  with  hoth  employee 
and  customers.  In  those  situations,  such  efforts  can  be- 
come counterproductive.  The  crechliility  of  these  image- 
shaping  measures  can  be  supported  by  the  use  of  other 
tools.  Measuring  performance  associated  with  nbjectives 
stated  or  im])Hed  in  the  slogans  and  mottos.  and  reward- 
ing employee  behavior  accordingly,  can  show  manage- 
ment's conunitment  to  them.  Likewise,  service  guarantees 
that  stem  from  these  stated  or  imjjUefl  standards  of  ser- 
\  ice  can  enhance  the  customers   liehet  in  them. 

Service  guarantees.  \^  e  ex]iect  to  have  guarantees  of 
ipiahty  for^  CRs.  cars,  and  other  ]iroducts.  Service  guar- 
antees are  less  conunon.  liut  are  etpiallv  po^verfid  tools 
for  building  customer  coniideuce  in  govermuent  services. 
Service  guarantees  also  can  provide  a  clear  customer  ser- 
vice objective  for  em]ilovees  and  be  a  source  of  jnide  for 
them  when  that  objective  is  met  consistently .  Kev  issues 
in  establishing  service  guarantees  are  ll)  being  aide  to 
deli\cr  (in  pr(imi-e>  most  "1  the  time.  \'I)  backing  u])  the 
guarantee  with  meaningfid  ( m  the  customer's  perce]ition ) 
compensation  when  it  is  not  met.  and  (3)  due  consider- 
ation of  habUitv  issues  posed  bv  guarantees  for  service 
lailures  that  damage  custdiiicrs.  not  just  inconvenience 
them  (ir  lad  to  meet  their  e\|icctation>. 

Service  quiility  improvement  proirranis.  1  hcii-  arc 
a  variety  ol  formal  and  informal  ipuilitx  iiiipro\emcnt 
progi'ams  that  in\(ii\e  an  analysis  of  service  processes. 
For  instance,  a  go\  eminent  might  flow-chart  services  to 
identify  bottlenecks  and  inefficiencies,  ask  employees  tn 
suggest  impr(i\ements.  or  incorjKirate  a  statistical  qual- 
ity control  method.  W  .  Edwards  Deming.  an  .\inerican 
cre(hted  as  the  designer  of  the  post-war  .lapanese  man- 
agement miracle,  has  popularized  one  such  method  of 
statistical  c[uality  control.  Of  his  many  efforts,  Deming's 
gi'eatest  contriliution  may  be  Ins  use  and  interpretation 
of  statistics  in  assessing  and  miproving  a  system's  per- 
formance. These  efforts  should  be  geared  t"  produce 
improvements  in  service  outcomes  that  are  \alued  by 


the  customer,  such  as  (piicker.  less  costly,  higher  ([ual- 
ity.  more  in(li\  idualized  services. 

Su])pher  niana«renient.  One  key  component  to  service 
ijualitv  is  the  management  of  suppliers  providing  mputs 
for  that  service  deUverv.  The  raw  materials  for  a  service 
include  personnel,  office  supphes  and  equipment.  facUi- 
ties.  and  information.  The  quality  of  service  deUvery  can 
oidy  be  as  good  as  the  cpiality  of  these  service  inputs,  and 
efforts  need  to  be  made  to  en^ui-c  their  (jualitv  and  tiineK 
avaUaliility.  Often  thecu-toiuei->  them>el\e>  become sup- 
jihers.  as  their  parti(i|iation  in  the  serrice  deUverv  may 
be  re(juired.  either  through  their  physical  presence  or 
their  provision  of  needed  information.  For  the  service 
dehv  cry  to  be  effective  in  those  cases,  the  service  provid- 
ers' challenge  is  to  make  theii-  services  accessible,  easy 
to  understand,  and  timely. 

Information  from  others.  Manv  good  customer  ser- 
\ice  ideas  can  be  learneil  from  observing  competitors, 
j^eers.  or  even  organizations  dehveiing  completely  chfier- 
ent  types  of  services,  ^liat  are  these  organizations  doing 
that  makes  them  successfid  in  satisfying  their  customers? 
\^  hat  [iractices  can  we  ada]}t  to  our  organization?  Tliis 
learning  can  occur  from  direct  observation.  re\iew  of 
company  ojierating  procedure  manuals,  or  pcr-onal  dis- 
cussions and  considtations. 

Aegotialion  of  cu.stomer  expectations.  W  ith  the  lim- 
ited resources  avaUalde  to  goveriunents.  it  mav  be  diffi- 
cult sometimes  to  fully  meet  customer  expectations. 
Failure  to  meet  expectations  will  result  in  customer 
dissatisfaction,  unless  efforts  are  made  to  negotiate 
acliievable  expectations  \\ith  the  customer.  These  discus- 
sions shoidd  focus  on  the  interests  of  the  customer,  show 
enijiathv  for  the  customer's  concerns,  and  ask  for  the 
customer  s  helji  in  identifying  and  examining  alternatives 
that  nui\  jirove  satisfactory  to  the  customer.  Customer 
expectations  cannot  always  be  met.  but  a  demonstrated 
attempt  will  miiunuze  adverse  customer  reactions  in  most 
cases.  \^  hen  extra  efforts  are  made  to  recover  from  a 
service  fadure.  this  unusually  solicitous  treatment  can  so 
impress  some  customers  that  it  more  than  makes  up  for 
the  service  disa])])(iintment. 

Each  111  thc-c  cu.stomcr  .satisfaction  toob  can  be  of 
jjractical  use  in  constructing  a  customer  satisfaction  strat- 
egv .  \\  liich  tools  are  most  approjniate  for  each  organi- 
zation will  depend  on  management  styles  and  the  nature 
of  the  services  being  delivered.  The  essential  objective  in 
using  these  tO(ds  is  to  build  a  strategv  that  is  cajiable  of 
cffccti\fl\    idiani.ini;  the  culture  of  the  or<ranization. 
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Table  2 
Siiiiiniarv  <>(' Sflccled  \^  ake  Coiiiilv  ('.ii^-loiiicr  Srrviee  Stralegies 


Department 


Ciistdiner  Satistaitidii  Timl 


Customer  satisfaction  research 

Com|ilaiiil  luLiidlini:  systems  and  tlisaster  reeuver) 

Personnel  sclc<ti(iii  for  eiisti)mer  service  attitude  and  ski 

Customer  service  skills  training 

Em|io\vernient  of  em|iloyees 

Personalization  ol  >ei-\icc  deli\erv 

Em|)loyce  recognition  and  ownerslii])  efforts 

Customer  service  |ierformance  measurements 

Slogans.  niittto>.  and  image  shaping 

Service  guarantees 

Service  ijuahly  iniprovciucul  programs 

Supplier  nianagcnicnt 

Information  from  otiiers 

Negotiation  of  customer  expectations 


He\etiuc 

(Ji'in'ral 

Information 

Budget 

(',ollect(U- 

Assessor 

Kiiiaiicr 

Services 

Services 

Personnel 

X 

X 

X 

X 

X 

X 

X 

\ 

X 

X 

X 

X 

lis            \ 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 
X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

Mottos  anil  iijuiiuyt'iiul  fxiiorlatiulis  alone  will  nol  work. 
A  blend  of  customer  feedback  mechanisms.  em|iii\Mr  eil 
and  trained  workers,  and  ([iialit\  ini|iro\rnu'nt  ]inigraiiis 
mifibt.  So  Miiglit  other'  condiinations  ot  tools.  I  >e  <d  most 
or  all  ol  tile  tools  is  \  iitnall)  certain  to  conijicl  organiza- 
tional chanj;e. 

\\  akc  ( loinity  focused  its  earliest  efforts  in  nsini;  these 
tools  to  imjirove  enstomer  satisfaction  on  internal  sup- 
port departments.  These  de])artinents"  experiences  are 
now  ])eing  used  lo  nnidel  customer  satisfaction  praclices 
as  W  ake  (.ountx  exhinls  this  philosophy  ihronghonl  the 
orf;anization.  I'r-olilcs  ol  the  tools  used  jpy  each  ol  liicsc 
departmenls  in  ihcir-  cuslonu'r  satisfaction  stialcf;ics  are 
displayed  in  lahle  2. 

Strategy  Iiiiplt'iiKMilalioii  Efforts 

Putting  siratcgics  into  action  iiMpiircs  a  ci-cdihle  and 
]ier\asiy  e  managcmenl  connnitment.  Iroin  the  lop  execu- 
tive to  tli<'  supcryisor.  Managers  need  lo  deiiioiistralc 
their  comiiiilnii'nt  in  both  word  and  deed,  moilcling  ihc 
behavior  thi'y  want  employees  to  show  and  recognizing 
them  yvben  they  do.  (aistomer  service  objectives  and  jier- 
lormancc  should  he  woyen  intode|iarlnieiital  work  plans, 
inanagemciit  iidormalion  systems.  cmployecorieiUalions 
and  training  |ir'ogr'ariis.  and  iniliyidiral  pciioriirairic  ap- 
praisals. Vl  ithorri  these  etlo|-ts.  it  is  uidikcly  that  lli<'  <  irl- 
tiu'e  of  the  organi/.alion  will  trirlv  rcUcct  a  successful 
customer  service  oiicnlalion. 


Re<>\aliiati(m  and  R«'<l«>!ii<iii 
of  Ser\ice  l)<'li\«'ry 

The  best  ol  plans  and  strategies  are  just  eduialc<l 
guesses  as  to  how  ceitain  organizational  efforts  yvill  lead 
to  desired  oirtcoirres.  ( )nc  <d  the  tools  mcrrtioncil  carher'. 
ongoing  cirstomci-  fecdbaik.  is  an  essential  element  in 
measuiing  the  effects  of  these  efforts.  This  feedback 
shoidd  be  used  to  make  periodic  changes  in  strategies, 
custiuiri'i'  satislaclion  lools  liiiiig  em])loycd.  ami  ihc  ile- 
sign  ol  the  service  didivciy  system.  These  changes  need 
not  always  be  major.  As  an  airUnes  pr'csident.  .Ian 
( .aiizon.  has  said.  "W  i-  diil  not  seek  to  be  1 .1)0(1  pcr-cciit 
better  at  anythirrg.  W  cscck  to  be  I  |icrci'rrl  hi'lleral  1 .0(1(1 
tilings." 

Conclusion 

Bidfetcd  l)\  both  incr'easing  dcirrands  lor-  scry  ices 
and  r"esistairc<'  lo  higher'  taxes,  governments  arc  corrlirrrr- 
ously  challi'nged  in  (heir  alidity  to  meet  the  needs  of 
their  custoiirers — their  citizens.  Adojition  of  a  crrstomcr 
satisfaction  |ilrilosophv  that  extends  throrrglroril  the  or- 
ganizatioir  can  help  lo  cirsrrrc  that  scar'ce  r'esorrr'ces  ai'e 
caielirllv  tuned  to  irrci'ting  expeilations  for  seryiics  thai 
their-  crrstomers  yahrc.  \  yarielv  of  tools  ar-i-  availabh- 
lo  rrrake  thai  pliiloso|ihy  a  r-ealitv.  and  seeing  llial  Irap- 
jien  can  instill  both  crrrployce  and  i-itizi-rr  pride  iir  llnii- 
jjovei-nments.   ♦♦♦ 
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Local  g;oveninients  in  North  Carolina  have  general 
authority  to  enter  into  contracts  and  to  acfpiire  and  hold 
property  as  necessary  to  carry  out  the  function.s  iii  go\- 
ernnieiit.  In  addition,  the  General  Statutes  estabhsh pro- 
cedures ior  awarding  puhUc  contracts  of  certain  types 
and  witliiu  certain  monetary  ranges.  These  procedures, 
often  referred  to  as  competitive  bidding  requirements, 
are  designed  (1)  to  ensure  fairness  hv  preventing  collu- 
sion and  favoritism  in  |iui)lic  contracting  and  hv  giring 
all  citizens  an  equal  o|i]ii)rtunity  tn  ci)ni|)ete  for  puhhc 
contracts  and  (2)  to  c(inser\c  jiuhlic  fmids. 

The  competitive  l)id(hng  statutes  require  that  local 
govermnents  award  certain  pidjhc  contracts  "to  the  low- 
est responsible  liidder  or  bidders,  taking  into  consider- 
ation (juahtv.  jieriorniance.  and  the  time  specified  in  the 
proposals  for  the  ])erformance  of  the  contract.  '  This 
statutory  language,  often  called  the  "louest  responsd)le 
bidder"  retpiirement.  will  be  referred  to  here  as  the 
"standard  of  award.  The  wording  of  the  standard 
poses  problems  of  interpretation.  It  is  not  cleai-  how  the 


Tlip  author  is  an  Institute  ofGdverninentJiuully  member  nho 
specifilizes  in  local  lioiernment  law.  particularly  issues  relating 
to  governmental  purchasing. 


Institute  of  Government 

factors  of  "quahty,  performance,  and  .  .  .  time"  must 
lie  "[taken]  into  consideration"  to  arrive  at  the  lowest 
resjionsible  bidder.  There  is  no  North  Carohna  case  law 
that  directs  local  governments  as  to  the  extent  or  limi- 
tatidu  nf  discrctidu  embodied  ui  the  statute  s  language. 
Tins  article  deals  briefly  with  some  of  the  specific  pro- 
cedures mandated  by  the  North  Carolina  competitive 
bi(l(hng  >tatutes  and  with  the  recpiirement  that  all  bids 
be  "responsive  to  the  invitation  to  bid.  It  then  suggests 
how  the  standard  of  award  may  be  interjireted  and  ap- 
plied, and  finally  discusses  the  standard  that  North  Caro- 
hna courts  have  used  in  reviewing  contract  award 
decisions  of  local  governments. 

TyiJes  of  Contracts  Governed  by  the 
Standard  of  Award 

The  competitive  bidding  statutes  a]i])ly  to  two  ty]tes 
of  contracts  worth  -S.t.ODO  or  more:  those  for  "construc- 
tion or  repaii"  work"  (construction  contracts),  and  those 
for  the  "purchase  of  a|iparatus.  supplies,  materials, 
or  equiiiment  (purchase  contracts).  A  local  board 
must  follow  one  of  two  bidding  ])rocedures — formal  or 
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intoriiial" — ilt'|ifncliiif;(iii  tlif  iiriKniTil  of  iii(iiii'\  involved. 
(See  "Simuiiaries  (it  liiloniiul  and  Formal  Biddini;  Pro- 
cedures" on  page  12.) 

For  purchase  contracts,  the  informal  procedure  ap- 
])lies  wiien  the  amount  of  the  contract  is  lietween  S.S. 0(1(1 
and  S2().l)l)(l.  and  the  jtirnuil  a]iplies  when  the  estimated 
cost  is  S20.00()  or  more.  For  construction  and  rejiair 
work,  the  infontial  proeeduie  applies  wiien  the  amount 
of  the  contract  is  hetween  .'<5.0t)0  and  S.50.()00.  and  the 
formal  applies  to  contracts  estimated  to  cost  S50,000  or 
more. '  For  contracts  involving  less  than  .f.SiOOO,  the  pro- 
cedures and  liasis  of  award  are  left  to  the  discretion  of 
the  governing  hoard. 

Compliance  «illi  Statutory  Procedures 

Tile  contracting  aiitliorit\  nuist  conduct  the  award 
process  in  com])liance  with  the  statutory  procedure.  The 
bidder  must  com])ly  with  the  process  as  cstahlishcd 
by  statute  and  as  conducted  liv  the  contracting  an- 
tlioritv.  (This  article  doe>  not  discuss  all  of  the  jiioce- 
dures  involved  in  public  contracting.  These  are  suiimia- 
rized  in  An  Outline  oj  Slutulory  Provisions  Controlling 


Purchasing  by  Local  Governments  in  Aorf/i  (.arolina. 
by  \^arren  Jake  "^  ieker.')  Thus  for  contracts  in  the  for- 
mal range,  a  biddei"  nnist  seal  a  bid  if  the  invitation  to 
bid  so  specifies:  the  bidder  must  subnut  a  bid  prior  to 
the  time  sjiecified  in  the  advertisement  for  ojjemng  bids; 
and  a  formal  liid  nnist  be  accompanied  bv  a  dejiosit  or 
liitl  bond  of  at  least  .5  percent  of  the  bid  amount,  un- 
less the  governing  board  has  waived  that  recpiirement. 
(Such  a  waiver  is  authorized  only  for  purchase  contracts 
in  amounts  less  than  SIOO.OOO.) 

If  a  contract  is  awarded  but  the  statutory  recpiire- 
ments  have  not  been  met.  the  contract  is  void. ' 

Number  of  Bids 

Most  local  officials  are  fanuhar  with  the  "three-biil 
rule"  in  the  com|ietitive  bidding  statutes,  the  ride  that 
recpiires  a  local  authoiity  to  receive  at  least  three  bids 
before  it  can  award  a  contract.  Manv  are  surprised  to 
di^c(l\er.  however,  that  the  ride  does  not  a|iply  to  all 
contracts  that  are  covered  by  competitive  bidihng.  It 
applies  only  to  contracts  for  construction  or  repair,  and 
only  to  those  involving  estimated  expenditure  of  S50.000 
or  more — that  is.  to  construction  or  re])air  contracts  in 
the  formal  range.''  Hoards  may  award  all  contracts  in  the 
inloiiiial  range  and  all  purchase  contracts  in  the  formal 
range,  even  if  fewer  than  three  bids  are  received — 
although  the  principles  luiderl)  ing  the  competitive  bid- 
ding statutes  suggest  that  more  than  one  bid  shoidd  be 
obtained  where  possi])le.  The  "lowest  responsil)le  bidder" 
language  itself  a])])ears  to  assume  a  comparison  of  more 
than  one  bid.  Nevertheless,  the  onlv  contracts  for  which 
the  statutes  mandate  a  s|)ecifie  number  of  bids  are  con- 
struction or  repair  contracts  in  the  formal  range. 

Responsiveness 

A  bid  must  also  be  "responsive"  to  the  invitation  to 
bid:  it  must  offer  to  peiiorm  the  .services  or  provide  the 
goods  that  are  s])e(  ified.  Though  not  exphcidy  mentioned 
in  the  statutes,  responsiveness  is  inherent  in  the  contract- 
ing process.  A  proposal  that  does  not  comply  with  the 
specifications  in  the  reipiest  for  proposals  shoidd  be  con- 
sidered nonresponsive  and  not  eUgiljle  for  award. 

Bids  w  ill  inevitablv  contain  minor  variations  from  the 
spei  itications.  Because  the  formal  bidding  procedure  can 
be  expensive  and  time  consuming,  local  govern  miMits  of- 
ten use  a  standard  of  "substantial  com](liance"  when 
evaluating  responsiveness. '  SUght  de\  iations  are  accepted 
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SO  long  as  they  are  not  deemed  ■■material"  in  lif;ht  of  the 
scope  and  purpose  of  the  contract.  Kee]iini;  in  mind  the 
goal  of  fairness  in  competition  that  underlies  the  IndtLing 
statutes,  a  contracting  authority  nia\  judge  a  de\'iation 
to  he  material  il  it  gi\e>  one  iiidder  an  advantage  over 
others. 

Responsiveness  must  he  evaluated  with  consistencv. 
As  an  extreme  example,  a  hid  on  an  automoliile  -himld 
not  be  rejected  for  nonresponsi\  eness  hecause  the  inte- 
rior color  is  chfferent  from  that  specified  m  the  recpest 
for  ju'ojiosals.  ^^hile  another  hid.  offering  a  fhfferent 
MKidcl  from  that  >[iecified.  is  accepted.  In  other  wor(l>. 
the  bids  mu>t  lie  .scrutinized  for  the  same  degree  of  com- 
pliance with  specifications.  Similarlv.  it  one  hid  discloses 
that  the  local  hoard  made  an  error  in  preparing  specifi- 
cations, or  if  another  makes  an  alternative  ]iro])osal  that 
the  board  prefers,  the  board  shoidtl  reject  all  bids,  pre- 
pare new  specifications,  and  go  through  the  hidchng  pro- 
cess again. ^ 


Ap|)hiiig  the  Standard  of  Award 

-Vfter  determining  that  all  of  the  bidding  procedures 
have  been  complied  with,  a  governing  body  is  faced  with 
the  bids  and  liidders  to  \vhom  the  standard  of  award  is 
to  be  a])pfied.  As  we  have  .seen,  the  standard  calls  for 
awarding  a  contract  to  the  ■'lowest  responsible  bidder" 
but  also  allows  con.sideration  of  "(piafity.  performance, 
and  .  .  .  time.  .  .  ." 


\o('abiilary  of  the  Standard 

As  used  ui  competitive  bidding  statutes,  the  tenn  "'re- 
sponsUile  means  that  a  bidder  has  the  resources  neces- 
sary to  carrv  out  the  contract.  These  resoiu'ces  include 
not  just  financial  abihty.  but  appropriate  personnel,  skill, 
and  experience.' 

The  words  "cjualitv  and  "performance"  are  higlilv 
subjective,  and  thtir  meanings  in  the  bidding  statutes 


Smmiiai'ies  of  Formal  aiid  Liforinal  Bidcliiig  Procedm*es 

Coverage 

Refjuirements 

Formal  Procedure 

•   Construction  or  repair  work 

•  Advei-tisement 

(G.S.  14.3-129) 

recpurmg  estimated  exjienditure 

Time  and  place  to  obtain  specifications 

of  S.50.000  or  more 

Time  and  place  of  bid  opening 

•   Purchase  of  apparatus,  supplies, 

ReseiTation  of  right  to  reject  any  or  all  bids 

materials,  or  ecpiipment  requiiing 

•  Bids  sealed  (if  specified) 

estimated  expenditure 

•  Bids  accompanied  by  bid  deposit 

of  820.000  or  more 

(at  least  5  percent  of  bid) 

•  Bids  opened  in  pubfic  (at  time 
and  place  specified) 

•  Bids  recorded  in  minutes 

Award  to  the ' 

'lowest  responsible  bidder  or  bidders,  taking 

into  consideration  qmdity.  performance,  and  the  time  specified 

in  the  proposakfor  the  performance  of  the  contract. " 

Informal  Procedine 

•   Construction  or  repair  w  ork 

•   Informal  bids  secured  (telephone  or  wxitten  cpiotes) 

(G.S.  143-131J 

involving  expenditure  of  between 

•   Record  of  all  bids  kept 

.'^.5.000  and  S.50.000 

•   Pidjfic  allowed  to  inspect  record  of  bids  at  any  time 

•   Purchase  of  apparatus,  supplies, 

materials,  or  ecpiipment  in\ohing 

expenditiu-e  of  between  S.5,000 

and  .820.000 

Award  to  the 

"lowest  responsible  bidder,  taking  into  con 

wleration  quality,  performance,  and  the  time  specified  in  the 

bids  for  the  performance  of  the  contract." 
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overlap  considerahly.  A  high-(jiialit\  jirotliict  ^\t11  per- 
il irni  well:  a  ((Uiipany  that  lias  performed  well  on  con- 
tracts similar  to  one  currently  out  for  hid  has  done 
iiigh-(juahtv  work.  There  is  no  e\|ilicit  limitation  on 
the  aspects  of  the  proposal  to  which  the  consideration 
(if  ([ualitv  and  performance  mav  he  applied.  They 
could  relate  to  degi-ees  of  responsilidity — that  is.  extent 
of  experience  or  skill  in  construction  contracts,  or  de- 
gi'ees  of  appropriate  usefidness  of  items  for  [luichase. 
The  concepts  also  coidd  encompass  lon;;e\it\.  econ- 
omy, mamtenance  costs,  and  other  tanjdljle  measures  <il 
products. 

The  "time"  factor  is  more  specific,  hut  its  imjuirtance 
will  vary  de]jending  on  the  needs  ol  the  contractin:;  au- 
thority. If  a  contract  rec[uires  a  jiarticular  completi<in 
date,  that  shoidd  be  stated  clearly  in  the  recpiest  for  jiro- 
posals.  That  way  all  hidders  can  liuild  it  into  their  jiro- 
[losals  and  all  liids  will  he  judi'ed  on  the  same  stanilard 
of  timeUness.  In  the  absence  of  s])ecihe(l  time  frames  in 
the  recpiest.  the  local  government  may  decide  fr(jm  a 
biilder's  projiosal  whether  the  liidder  has  set  out  reason- 
able schedides  and  completion  dates. 

The  statute  does  not  threct  the  relative  weigiit  td  he 
accorded  to  ([uality.  |ierformance.  and  time,  nor  doe>  it 
ex])hcitlv  establish  tile  reiatioiisliiji  between  these  factors 
and  the  lowest-rcsponsible-biddei-  requirement.  Long- 
established  ]jractice  in  tliis  and  other  states,  however,  as 
well  as  case  law  in  other  states  vvith  standards  of  award 
similar  to  North  Carolina  s.  jirovide  guidance  to  a  rea- 
sonable Lnter|iri-tation  of  the  standard. 

Giiidiiio:  Principles 

The  language  of  the  North  Carolina  statute,  vieweii 
in  hght  of  the  underlying  purposes  of  competitive  liidihng. 
suggests  the  following  principles: 

The  statute  establishes  a  preference  in  favor  of  the 
h>iiesl  bidprice.  The  pur|)oses  of  fairness  and  conserva- 
tion of  pubhc  funds  recpiire  an  award  to  the  lowest  bid 
dcr  unless  an  articulable  and  iaului  basis  exists  for  an 
award  to  another  bidder.  The  greater  the  difference  be- 
tween the  bid  receiving  the  award  and  the  lowest  bid.  the 
stronger  must  be  a  fuiding  about  ([iiality.  performance, 
or  time  to  overcome  the  preference  in  favor  of  the  lowest 
imi. 

llie  statute  re(jmres  prudent  use  of  public  funds.  The 
awarding  auth<iiitv  must  also  conserve  pubhc  tlUld^  bv 
considering  factors  besides  price,  to  minimize  risk  of  loss 
caused  by  poor  |ierformance  of  a  [larticidar  product  or 


bidder.  The  awanhng  authority  is  not  reifuired  to  award 
a  contract  to  the  lowest  bidilei'  if  the  proposed  product 
or  jiei-formance  is  uiiacce]itabie  or  if  a  higher  bidder  of- 
fers the  level  of  performance  or  (juahty  that  the  award- 
ing authority  desires. 

Si^iificaiice  of  Qualitative  Factors 

As  these  jirinciples  suggest,  an  awarding  authoiitv 
may  use  the  ([iialitative  factors  in  North  Carolina's  stat- 
ute— (fualitv.  pei-foriiiance.  and  time — when  evaluating 
which  bill  is  trulv  "lowest.  As  indicated  earlier,  there 
are  no  court  cases  speciHcally  interpreting  the  language 
in  the  North  Caroluia  standard.  However,  the  above 
principles  are  consistent  \rith  juchcial  interjiretations  of 
standards  of  award  in  other  jurisdictions  where  the  statu- 
tory language  contains  a  i[ualitati\e  component. 

Thus  in  a  Mississipjii  case  the  court  held  that  a  "low- 
est and  best  liid  standard  does  not  rec[uirc  the  award- 
ing authoi-ity  invariably  to  accejit  the  lowest  bid. '"  A  \^  est 
^  irginia  court  reached  tile  same  conclusion  when  inter- 
preting a  statute  similar  to  North  Carohna's.  The  ^est 
\  irginia  provision  recpiires  contracts  to  be  awanled  to 
the  "lowest  responsilile  bidder,  taking  into  consideration 
the  (jualities  of  the  artiiles  to  be  supjiiied.  tiieir  confor- 
mity with  specihcations.  tiicii'  -iiitaiiilitv  to  tiie  retjuire- 
raents  of  the  government  and  the  ilehverv  terms.  " 
Accorfhng  to  the  \^  est  \  irginia  Supreme  Court.  "The 
statute  reijuires  a  sidtjective  evaluation  of  cjuaHtv.  ser- 
vice and  compatiiiiiitv  witii  otiier  [irogi'anis  in  addition 
to  price."'" 

Standai'ds  of  award  tiiat  contain  only  the  "lowest  re- 
sponsiljle  bidder"  language  have  iieen  iuterpretecl  as 
authorizing  less  discretion.  For  exam]ile.  the  California 
Supreme  ( lourt  has  rided  that  a  standard  requiring  con- 
tracts to  be  awarded  to  the  "lowest  responsdile  bidder 
I  with  no  additional  language)  does  not  autiioiize  the 
awarding  authoiitv  to  consider  relative  superiority 
among  rc>]ionsiblc  bidders.''  Tile  Cahfornia  court  iield 
that  tiie  award  must  lie  made  to  tile  lowest  bidder-  upon 
a  Hnduig  that  the  bidder  meets  the  miniriiiuii  require- 
ments of  ies]ionsUjiiitv.  Lnder  this  standard,  to  award  a 
contract  to  other  than  the  low  bidder,  there  must  be  a 
hnding  tiiat  tiic  low  bidder-  is  not  responsilile. 

These  cases  suggest  that  tlii're  is  a  differenr-c  between 
a  standai-d  tliat  simply  directs  the  awarding  of  a  contract 
to  tile  lowest  responsilile  bidder- and  a  standai-d  tiial  adds 
wording  allowing  consider-ation  of  fa(-tor-s  besiiies  |irice 
and  mininuun  responsiliilitv. 
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The  (liftercnrc  is  illiistiatcd  in  ;m  Iniliuna  case,  in 
which  the  court  compared  a  "lowest  and  best  bid"  stan- 
dard with  a  'iowest  rcsjionsilile  and  responsive  bidder" 
standard."  I  nder  tiie  lattei'.  the  court  licld.  llie  award- 
ing authority  "lias  mil  been  given  the  discretion  to  award 
a  contract  to  the  mosi  responsible  bidder,  lather.  the 
statute  nierelv  jirovidcs  that  the  Board  must  rcipiire  the 
winning  bidder  to  be  responsible."''  The  court  went  on 
to  note  that  "the  altsence  of  the  term  'best  or  'most  re- 
sponsible" unmistakably  demonstrates  the  legislature  did 
not  intend  ■resjtonsibjeness  to  become  a  com|ietilive  fac- 
tor i)ctween  bidders.""'  These  decisions  suggest  that  the 
presence  of'fpuilitati\f  factors  in  the  standard  of  award 
reflects  legislati\e  intent  to  delegate  discretion. 

The  c[uahtati\  e  language  in  North  CaroHnas  standard 
of  award,  viewed  in  hght  of  these  cases.  a|iiieais  to  del- 
egate broad  authority  to  local  goyernments  in  awarding 
jtublic  contracts.  The  words  ■■(puilit\  and  "perform- 
ance" are  suscc|itilpic  ol  almost  no  olijective  limitation 
except  as  read  together  with  the  rest  of  the  standard  and 
in  light  of  the  underlying  purpose  of  conserving  pidjhc 
funds. 

One  possible  hmitalion  relates  to  whether  the  words 
"([ualitv "  and  "]icrformance"  apply  to  what  is  offered  in 
the  iiid  (tlie  prodnct)  or  to  the  characteristics  of  the  bid- 
der ( responsdjiUty ) — or  to  l)oth.  It  is  reasonable  to  con- 
clude that  they  a|i]ilv  to  both,  although  narrower 
inter]  iretations  of  the  North  tlaroUna  statute  are  certainl) 
possible.  Some  local  governments  use  the  concepts  of 
ipiahtv  and  ]ierf<irmance  only  to  evaluate  the  responsi- 
bility of  the  bidders — wlicther  thev  have  the  resources 
to  carry  out  the  contract.  Lnder  this  view,  all  respon- 
sive bids  by  definition  will  have  met  the  s])ecLfications. 
and  only  the  responsdiihty  of  the  bidders  is  left  to  be  com- 
pared. This  inter] tretation  may  be  more  a]»]iro])iiate  in 
construction  contracts,  where  s])ecifications  are  narrowly 
(haun  and  \ariation  in  degrees  of  res]ionsil)ility  is  likely 
to  be  the  jirimarv  issue. 

hi  ]iiii(hase  contracts  s]iecLficati()ns  aie  (hawu  more 
broadix  to  ]>romote  com]ietition.  and  the  focus  is  more 
likely  to  be  on  variations  in  (piahty  and  suitabihty  of 
products  offered.  The  narrow  reading  of  the  statute,  in 
these  cases,  could  ri'i]uirc  the  local  go\crniiient  to  acce])t 
a  ]iro]iosal  that  com]ilies  with  the  minimum  reijuirements 
of  the  invitation  to  bid.  e\eii  if  what  is  ]iro]iosed  is  of 
jiooi-  (]iiahty.  Tliis  result  conflicts  with  the  imrjiose  of  con- 
serving pubhc  funds  and  does  not  necessarily  promote 
fairness.  A  broader  interpretation  eiicom]ias.ses  the  dis- 
cretion necessary  for  evaluating  botii  ]iiircliasing  and 


construction  contracts.  According  to  this  view  the  legis- 
lature has,  by  authorizing  consideration  of  cpiahty,  ])er- 
formance.  and  time,  left  to  the  awarding  authority  the 
tasks  of  balaiK  ing  these  factors  against  cost  to  deteiiiiinc 
which  bid  best  serves  the  needs  of  the  community  and 
justifying  an  additional  cost  where  necessary. 

Standard  of  Judicial  Re>iew 

The  \iew  that  local  governments  have  discretion  in 
awarding  ]iublic  contracts  is  siip]iorted  by  the  deferen- 
tial standard  of  review  the  North  CaroUna  courts  have 
a]i]ilie(l  to  local  government  contract  award  de(isions. 
However,  local  government  discretion  in  tliis  arena  is  not 
without  limitation.  To  supjjort  a  ])articular  contract 
award,  the  local  go\erning  liodv  must  be  able  to  demon- 
strate a  rational  and  articidable  basis  for  the  decision. 

In  early  cases  involving  ]niblic  contracts,  the  North 
Carolina  .Su]ireme  Court  charactei  ized  the  contract 
award  decision  of  a  local  government  as  being  judi(  iai 
rather  than  ministerial  in  character.''  The  difference 
between  local  government  functions  that  are  ■■ministe- 
rial and  those  that  are  ''judicial"  is  that  ministerial  func- 
tions involve  no  discretion:  if  certain  facts  are  ]iresent.  a 
certain  de(  isioii  is  recjuired  by  law.  In  contrast,  a  judi- 
( ial  function  involves  the  exercise  of  discretion  by  the 
local  governinent. 

The  court  s  characterization  of  contract  decisions  as 
"■judicial  fUctates  the  standard  the  courts  use  when  they 
review  such  decisions.  Thus  in  Mullen  v.  Toirn  of 
Loiiisblirg.'"  a  case  concerning  whether  the  ]iurcliase  of 
electricity  is  subject  to  the  com]ietitive  bidding  statutes, 
the  North  CaroHna  Su])reiiie  (.ourt.  (]iioting  various 
sources,  stated: 

"ft  is  a  general  rule  that  officers  of  a  iminici|)al  rorfiora- 
tidii.  in  tlif  Irttin;;  (if  niunicipal  cdntracts.  perform  not 
inrrilv  nniii-lcrial  (lntii'>  liut  iliitics  df  a  judicial  and  dis- 
cretionar)  nature,  and  that  idurts.  in  llii'aipsencpof  (rand 
or  a  palpahlt-  aliii>c  ui  diM-retiitn.  lia\*'  no  power  to  con- 
trol their  action."  .  .  .  The  courts  may  not  interfere  with 
the  exercLse  of  (lis<r<'ti(mary  ])owers  of  local  administra- 
tive boards  iui-  llic  pidilic  welfare  "unless  iheii'  action  is 
so  clearly  nnrea-onalile  as  to  amonni  Icp  an  <ippre>>ive  and 
manilcst  alin-c  i,l  their  disiretion.    '" 

In  Burton  i .  City  oj  Reidsiille.  the  court  elaborated 
on  the  deference  to  be  accorded  local  board  decisions  that 
involve  discretion: 

[A]  lunit  of  cuTiipi'lcnl  inri-dicticin  ina\  detcnnnie  in  a 
proper  pi'ucccdnii:  whether  a   pnhlic  oilicial   ha-  acted 


W    INTER 


1    ')   y 


capricioii.-K  ur  arliiliaiily  iir  in  liad  laitli  or  m  (lisiTjianl 
of  the  law.  ...  If  tlif  (ifficer  arttMl  within  the  law  and  in 
puml  faitli  in  lh<'  exercise  of  liis  l)e>t  jnil^nient.  the  court 
nuist  decline  to  interfere  even  though  it  is  convini'ed  tlie 
official  chose  the  wrong  course  of  action.-" 

More  recent  contrart  award  ca-se,-;  in  tliis  and  (ither 
jiuisdiction.s-'  have  eonsistently  applied  the  same  liasic 
standard  of  review:  The  decision  of  the  awarding  au- 
thority should  be  overturned  only  in  the  case  of  fraud 
or  manifest  abuse  of  discretion:  othernise  the  court  may 
not  substitute  its  judgment  for  that  of  the  auurding 
authority. 

Dociuiieiited  SupjM)i"t 
for  Contract  Decision 

How  does  a  eoin-t  determine  whether  there  was  a  rea- 
sonable basis  for  a  local  government  contract  award  de- 
cision? The  North  Carolina  courts"  characterization  of 
the  contract  award  decision  as  judicial  and  the  dej;rcc  o( 
chscretion  allowed  by  the  wording  of  the  state  s  statute 
determine  how  much  and  what  kind  of  docimientation 
the  decision  must  have.  The  more  discretion  the  local 
government  has  in  making  its  decision,  the  less  the  coints 
will  look  for  docimiented  support  in  the  record  ol  that 
decision. 

The  deferential  standard  of  judicial  review  siiiuma- 
rized  above  suggests  that  the  awarding  authority  is  not 
reqiured  to  make  Kndings  of  fact  or  demonstrate  sul)stan- 
tial  evidence  in  the  record  to  support  a  contract  award 
decision.  Such  findings  have  generallv  lieen  recpiired  Itv 
North  Carolina  courts  only  in  local  go\criiiiicnt  decisions 
that  involve  less  discretion,  such  as  ministerial  or  ipiasi- 
iiidicial  decisions."" 

A  separate  basis  for  retjuiring  evidence  in  the 
record  of  a  contract  award  decision  would  exist  if  a 
constitutionally  protected  interest  is  affected  by  the 
award  of  a  contract  under  the  North  CaroUna  statute. 
If  such  an  interest  were  affected,  all  the  essential  ele- 
ments of  due  process,  including  notice,  hearing,  impar- 
tialitv.  and  substantial  evidence  in  the  record,  would  be 
rcijuired  at  the  contract  award  stage. 

The  North  Carolina  courts  have  not  addressed  the 
question  of  whether  the  North  Carolina  statute  govern- 
ing public  contracts  confers  to  a  bidder  a  constitution- 
allv  protected  right  or  "'entitlement  to  a  particular 
contract.  However,  a  majority  of  courts  that  have  con- 
sidered this  (|ucstion  under  other  state  contract  awaril 
statutes  have  held  that  the  degree  of  discretion  involved 


in  the  awarding  of  pidjhc  contracts  precludes  a  bidder 
from  obtaining  a  constitutionally  jirotected  interest  in  a 
contract  award.-'  Because  of  both  the  degree  of  discre- 
tion involved  in  the  North  Carolina  statute  and  the  def- 
erential standard  of  judicial  review,  it  seems  likeiy  that 
our  courts  would  reach  a  similar  result. 

This  is  not  to  suggest  that  there  is  no  need  to  ilocimieiit 
the  basis  for  a  contract  award  decision.  A  standard  that 
seems  to  fit  the  North  Carolina  courts'  standard  of  judi- 
cial review  is  expressed  in  a  recent  Alabama  case  involv- 
ing a  challenge  to  a  ])ul)lic  contract  award  decision:  the 
awarding  authority  "need  only  have  bona  fide,  rational, 
and  articidable  reasons  for  its  decision."'  These  reasons 
should  be  articulated  in  the  minutes  of  the  meeting  at 
wiiich  the  award  is  made.  Of  course,  if  the  award  is  to  the 
low  bidder  and  the  bidder  is  determined  to  be  respon- 
sible, the  decision  will  not  need  detailed  explanation. 

p]ven  il  not  recjuired  to  do  so  bv  North  Carolina  case 
la\\  or  constitutional  due  process,  the  awarding  author- 
itv  shoidd  hear  arguments  and  receive  information  that 
might  alter  conclusions  or  assiunptions  ujtoii  w  liich  it  witi 
rely  in  awartling  the  contract.  This  is  particularly  neces- 
sary if  the  award  goes  to  other  than  the  low  bidder,  U'for 
no  other  reason  than  to  ensure  that  challenges  that  might 
otherwise  be  raised  in  court  have  lieen  considered  and 
resolved  to  the  satisfaction  ol  the  awanhng  authority  at 
the  time  of  its  decision.  The  contract  award  process 
shoidd  be  o|>en  and  thorough  enough  to  result  in  a  ratio- 
nal and  supportable  decision. 

Conclusion 

Awarding  jiubhc  contracts  luidcr  North  Carofina 
statutes  recpiires  adherence  to  statutory  reipiirements. 
both  for  soficiting  and  receiving  bids  and  for  making  the 
award  decision  itself.  Although  North  Carolina's  award 
standard  provides  more  discretion  than  more  narrowly 
worded  statutes  from  other  states,  fair  ap])fication  of  the 
standard  is  challenging  because  it  requires  ([ualitative 
judgments  that  must  be  made  on  a  case-by-case  basis. 
The  statute  rstaiilishes  a  |ireleience  in  favor  of  the  low- 
est bid,  although  the  awanhng  board  is  not  rcijuired  to 
accej)t  that  bid  if  it  offers  a  jiroduct  or  performance  that 
is  luiacceptable  or  if  a  higher  bid  offers  the  level  of  per- 
formance or  ([iialitv  the  board  desires. 

The  deference  oi  the  North  (JaroUna  courts  to  local 
goverimjent  award  decisions  recognizes  the  degree  of 
discretion  involved  in  the  bid  evaluation  and  contract 
award  process.  Due  to  the  lack  of  North  Carolina  cases 
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specificallv  unalyzing  the  wordini.'  of  the  standard  of 
award,  manv  (piestioiis  ahoiit  tlie  hmits  on  looal  govern- 
ment discretion  remain.  \\  here  ([nestions  of  inter]>reta- 
tion  arise,  local  i:o\ernnient  officials  should  always  he 
gT.iidetl  h\  the  dual  jirinciiiles  of  fairness  and  conserva- 
tion of  fimds.  and  should  strive  to  resolve  the  cjuestions 
in  a  manner  that  preserves  them  hoth.   ♦♦* 
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1.  N.C.  Gen.  .^tat.  iG..^.  i  §  143-129.  Tlie  staiulanl  uf  award 
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G.S.  143-131  contains  several  insignificant  chfferences  in  word- 
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In  19o9  till'  L  iiitfil  States  Sii[iiviiie  Court  luiiiilrd 
down  a  series  otdecisions'  that  niaile  it  mine  (lillicull  lor 
|ilaintills  |o  will  riaiiiis  of  eni|ilovinent  iliseriniiiialion. 
For  tile  two  years  follow  iii^  tlie  I')}!')  term.  Con<;ress  eon- 
siilered  a  series  o(  iiills  aimeil  at  reversing  or  iiiO(lif\  iiij; 
llie  effeet  ol  the  l')o9  Supreme  (lonrt  decisions.  Finally, 
in  Novemljer  of  1991.  Congi-ess  enaiteil  and  the  ]nesideiit 
signed  the  Ci\il  Rights  Act  of  1991.  The  ait  amends  live 
federal  discrimination  statutes:  Section  1981  of  the  (.ivil 
Rights  Act  of  1S66  (Section  19111 ).  ride  Ml  of  ilic  ( :i\  il 
RiglitsAetofl9r>l(  Title  Ml),  till'  Vttoiiiey's  Fees  Awards 
Act  of  1976.  the  Aincricaiis  willi  Di-aliiHties  Act  of  I9<)(l 
(ADA),  and  the  Age  Discrimination  in  Kmployment  \et  ol 
1967  (ADEA).  Tliis  article  proyides  a  hrief  overview  ol 
the  new  ])rovisions  of  the  Civil  Rights  Act  of  1991  that  will 
affect  state  and  local  government  em[iloyces. 


The  (iiithiir  in  nil  liHilitutpofCoicnimcnl  f(i(  iill\  tiii'iiilii'i-  aha 
.s/«'riVi/i;p.s  ill  ciiiiiUiyiiicnl  lull . 


New  Provisions 

Racial  Disc  riiiiiiiatioii  in  IMakiiip  and 
Eiiforciiifi  ( loiilracis 

The  ( .]\  il  Kigiits  Act  ol  lo6().  now  codilicd  at  Section 
1981  of  Title  1:2  of  the  United  States  Code,  was  intended 
as  an  eivforcement  mechanisni  for  the  Tlurteenth  Amend- 
ment and  as  a  means  of  outlaw  ing  tiic  ""Black  Codes"  en- 
acted li\  the  southern  states  alter  the  Civil  War.  Section 
19<!l  |no\idc>  that  "all  persons  .  .  .  shall  have  the  same 
right  .  .  .  to  make  and  enlorcc  contracts  .  .  .  asisenjoved 
li\  wiiite  citizens.  Aplaiiitilf  may  sueapiil)Uc  or  private 
emplovcr  under  Section  1981  for  discrimination  in  em- 
plo\  incut  on  the  hasis  of  i  ace  or'  national  origin. 

Ill  I'liltcrson  V.  McCli'dii  Credit  Iniiiii'  tiic  I'nited 
States  Sii|)reme  Cimrt  held  that  Section  19111  was  to  lie 
reail  nanowlv.  and  that  tiic  plaintill  in  tiiat  lasc  could 
not  hring  a  claim  of  racial  liarassment  under  the  act. 
Rather,  held  the  Court,  the  statute  only  conferred  a  right 
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to  biing  discrimination  claims  arising  from  tlw  tminatioii 
ofthe  employment  contract — hiiing claims — ami  did  nut 
apply  to  post-liirin<;  condnct.  except  in  limited  circnm- 
stances  where  a  promotion  esseutiall}  amounted  to  a  new 
contract  of  employment. 

The  Ci^il  Rights  Act  of  1991  adds  a  new  sidjsection 
(b)  to  Section  1981.  wliich  defines  the  term  "to  make  and 
enforce  contracts"  to  include  "the  making,  jjerformance. 
modification,  and  termination  of  contracts,  and  the  en- 
joyment of  all  iienefits.  pri\i]eges.  terms,  and  conditions 
ofthe  contractual  relationsliip."  The  effect  of  tliis  change 
is  to  make  all  terms  and  conchtions  of  emplo>Tnent.  not 
just  hii-ing  claims,  actionable  under  Section  1981.  In 
other  words,  actions  ffir  matters  such  as  ]}av.  discipline, 
work  assignments,  and  other  personnel  actions  may  now 
be  brought  under  Section  1981. 

Damages  iii  Cases  of  Intentional  Employment 
DisciTiiiination 

One  of  the  criticisms  leveled  at  Title  MI  of  the  Ci\il 
Rights  Act  of  1964  was  the  limited  scope  of  reUei  avad- 
able  to  plaintiffs.  I  p  luitd  now.  the  courts  could  grant 
equitable  relief  to  a  prevading  plaintiff,  such  as  an  in- 
junction agamst  further  (hscrmiination.  back  pay.  and 
attorneys"  fees,  but  coidd  not  assess  damages  agamst  an 
employer. 

The  Ci\Tl  Rights  Act  of  1991  authorizes  the  recoyerv 
of  compensatory  damages  (when  the  award  is  measured 
by  the  actual  loss  suffered)  and  pimitive  damages  (when 
the  award  is  offered  as  a  jnuiishment)  for  intentional  chs- 
ciTmination.  in  addition  to  the  ecjuitable  rehef  authorized 
by  Title  MI.  the  Americans  with  Disabihties  Act.  and  the 
Rehabilitation  Act  of  1973.  Compensatory  damages  in- 
clude "future  pecuniary  losses,  emotional  pain,  suffer- 
ing, inconyenience.  mental  anguish,  loss  ol  enjo^ment  of 
hfe,  and  other  nonpecuniary  losses."  .\lthough  the  act 
authorizes  punitive  damages  against  private  employers, 
no  punitive  damages  may  be  assessefl  where  the  emjiloyer 
is  a  governmental  agency  at  either  the  nati<inal.  state,  or 
local  le\el. 

It  is  also  miportant  to  note  that  although  all  employ- 
ers, inclu(hng  state  and  local  governments,  are  subject 
to  compensatoi-x  damages  for  the  first  tune,  their  liabil- 
ity is  limited  by  the  terms  of  the  act.  as  follows:  An  em- 
ployer \rith  more  than  14  and  fewer  than  101  employees 
may  be  liable  for  damages  up  to  S.50.00U:  for  an  emi>l()yer 
with  more  than  IdO  and  fewer  than  201  employees,  the 
limit  is  SIOO.OOO:  for  an  employer  with  more  than  200 


and  fewer  than  .501  emjtlovees.  habditv  may  extend  up 
to  8200,000:  finally,  for  an  employer  ^dth  more  than  500 
employees,  damages  may  be  awarded  uii  to  S.300.000. 

\ote  that  coni|)ensatory  damages  ilo  not  include  "back 
pay.  mterest  on  back  pay.  or  any  other  ty'pe  of  rehef 
authoiized  imder  §  706(g)  of  the  Civil  Rights  Act  of 
1964."  Back  pay  is  not.  therefore,  limited  by  the  cap  on 
compensatory  and  punitive  damages.  Moreover,  race 
disciimination  cases  brought  as  Section  1981  clamis  (dis- 
cussed in  the  section  abo\e)  are  not  hmitefl  to  any  level 
of  compensatory  or  piuiitive  damages. 

The  Ci\il  Rights  Act  of  1991  also  provides  for  a  good 
faith  defense  to  hanchcaj)  chscrimination  claims  that 
arise  under  the  ADA  or  the  Rehabilitation  Act  of  1973. 
Specifically,  damages  of  any  kind  are  not  authorized 
where  the  employer  demonstrates  that  it  made  good 
faith  efforts,  in  consultation  with  the  person  with  the 
chsabditv.  to  identify  and  make  a  reasonable  accommo- 
dation that  would  provide  the  person  «ith  an  ecpially 
effective  opportunity  and  that  woidd  not  cause  an 
undue  hardship  to  the  operation  of  the  business.  Cer- 
tainly, emjjlovers  and  applicants  may  differ  as  to 
wiiether  good  faith  efforts  have  been  made.  The  exact 
meaiung  ofthe  good  faith  defense  ivili  only  become  clear 
with  futuiT  court  decisions. 

Jm'v  Trials 

A  potentiall}  far-reacliing  effect  of  the  Civil  Rights  Act 
of  1991  is  its  provision  for  jury  trials.  If  a  complaining 
party  seeks  compensatory  or  pimitive  damages,  he  or  she 
may  demand  a  jury  trial.  Further,  the  judge  may  not 
inform  the  jury  of  the  hmitations  on  damages  noted 
above. 

A  jur\  trial  is  availalde  oidv  for  intentional  chscrimi- 
nation claims,  not  chsparate  impact  clamis  (chscussed  m 
the  next  section).  Civil  rights  advocates  have  argued  that 
juries  are  more  svinpathetic  than  judges  to  discrimina- 
tion claims  and  are  more  willing  to  aw  ard  damages  w  here 
ajipropriate.  Again,  the  extent  to  which  state  and  local 
government  employers  wiU  actually  incur  haltdity  now 
that  their  employment  decisions  will  be  sidiject  to  scru- 
tiny by  juries  remains  to  be  seen. 

Biu'den  of  Proof  in  Disparate  Impact  Cases 

The  key  issue  that  drove  the  two-vear  debate  on  the 
ci\il  rights  bill  was  the  ([uestion  of  burden  of  proof: 
Should  the  alleged  victim  or  the  employer  bear  the 
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responsibility  for  proving  discrimination?  And  how  big 
a  burden  should  it  be?  Unfortunately,  the  debate  on  this 
cpiestion  was  reduced  to  charges  and  countercharges  of 
whether  or  not  the  bUl  would  require  employers  to 
adopt  hiring  quotas  if  they  had  the  burden  of  proof  in 
situations  where  an  employTiient  practice  had  the  effect 
of  disproportionately  excluding  members  of  a  protected 
gi-oup  (such  as  a  particidar  race  or  ethnic  group).  Quite 
apart  from  this  simpUstic  rhetoric,  the  (juestion  of  bur- 
den of  proof  is  a  complicated  one. 

The  burden  of  proof  in  disj)arate  impact  cases  was 
originally  set  forth  by  the  Supreme  Court  in  its  seminal 
1971  decision.  Griggs  v.  Duke  Power  Company.*  The 
Court  in  Griggs  held  that  eyen  if  an  employer  thd  not 
intend  to  (hscriminate  against  a  protected  group,  it  yio- 
lated  Title  \  II  nonetheless  if  its  practices  had  a  chspar- 
atc  impact  on  a  ])rotected  group.  Under  Griggs,  if  a 
plaintiff  could  show  that  an  employment  j)ractice  had  the 
effect  of  disproportionately  excluding  members  of  a  pro- 
tected group,  the  employer  had  the  burden  of  proving 
that  the  practice  was  directly  related  to  job  performance 
and  was  justified  as  a  "business  necessity." 

In  1989  the  Court  oyertumed  Griggs  with  its  issuance 
of  ITfirfis  Cove  V.  Atonio.*  Wards  Cove  brought  about 
four  major  changes  in  chsparate  impact  cases:  (1|  it 
barred  the  use  of  internal  work  force  statistical  compari- 
sons to  estabUsh  a  claim  of  discrimination;  (2)  it  recpiired 
plaintiffs  to  identify  the  specific  employment  practice  that 
caused  the  thsparity  to  exist:  ( 3 )  where  the  plauitiffs  made 
such  a  showing,  it  lowered  the  standard  an  employer  must 
meet  to  justify  that  jiractice  from  |)roying  a  "business 
necessity"  to  merely  demonstrating  that  the  challenged 
practice  was  related  to  a  legitimate  business  objectiye: 
and  (4)  it  kept  the  burden  of  proof  on  the  plaintiff  at  all 
times. 

The  Civil  Rights  Act  of  1991  oyerrides  Wards  Cove 
and  essentially  enacts  a  return  to  the  Griggs  standard. 
Specifically,  the  act  amends  Title  \II  to  state  that  dis- 
j)arate  impact  is  proven  if  a  plaintiff  shows  that  an  em- 
ployer uses  a  particular  emplovment  practice  that  causes 
a  chsparate  impact  on  the  basis  of  race,  color,  rehgion. 
sex.  or  national  origin  and  the  em])loyer  fails  to  demon- 
strate that  the  challenged  practice  is  job  related  for  the 
position  in  question  and  consistent  with  business  neces- 
sity. Further,  the  act  provides  an  exception  to  the  re- 
(juirement  that  the  plaintiff  identify  the  particular 
employment  jiractice  that  causes  the  disparate  impact. 
If  the  plaintiff  can  demonstrate  to  the  court  that  the  ele- 
ments of  the  employers  decision-making  process  are  not 


capable  of  separation  for  analysis,  the  decision-making 
process  may  be  analyzed  as  one  emplovTiient  practice.  Of 
course,  if  the  employer  demonstrates  that  a  s])ecific  em- 
ployment practice  does  not  cause  the  disparate  impact, 
then  it  will  not  be  required  to  demonstrate  that  the  prac- 
tice is  required  by  business  necessity. 

Race  Noniiiiig 

For  a  nimiljer  of  years,  some  employers  have  used  the 
practice  of  "race  nomiing,"  which  compares  scores  on 
hiring  and  promotion  tests  oidy  within  the  same  racial 
category.  For  example,  if  an  employer  retjuested  from 
the  Emplovment  Secmity  Commission  (ESC)  oidy  those 
apphcants  who  scored  in  the  top  10  percent  on  the  Gen- 
eral Aptitude  Test  Battery,  it  woidd  receiye  a  list  of 
names,  some  of  whom  woidd  be  black  and  some  wliite. 
However,  the  score  of  the  highest  black  apphcant  might 
be  well  below  the  score  of  the  lowest  white  apphcant  on 
the  hst.  Because  the  black  apphcants  were  in  the  top  10 
percent  of  all  black  a]»])hcants  who  took  the  test,  how- 
ever, the  ESC  coidd  argue  that  it  was  referring  the  top 
10  percent.  Stated  another  way.  the  scores  were  adjusted 
by  comparing  oidy  blacks  to  blacks  and  whites  to  whites, 
not  by  simply  comparing  all  test  takers  on  an  absolute 
scale. 

The  act  adds  a  new  section  to  Tide  VII  to  provide  that 
it  is  an  imlawfid  employment  practice  for  a  respondent, 
in  connection  \\ith  the  selection  or  referral  of  a])phcants 
or  candidates  for  employment  or  promotion,  to  adjust 
the  scores  of,  use  different  cutoff  scores  for.  or  othenvise 
alter  the  residts  of  employment-related  tests  on  the  basis 
of  race,  color,  religion,  sex,  or  national  origin.  The  ef- 
fect is  to  ban  the  practice  of  race  nonning  and  may  well 
signal  the  end  of  the  use  of  general  aptitude  tests  as  se- 
lection tools. 

Mixed  Motive  Cases 

The  1989  Supreme  Court  decision  Price  Waterhouse 
V.  Hopkins  '  held  that  if  an  employer  could  show  that 
it  had  two  motives  for  an  emjilovment  decision,  one  le- 
gitimate anil  the  other  discriminatory,  the  employer 
could  escape  liability  under  Title  \1I  if  it  could  show 
that  it  woidd  have  made  the  same  decision  baseil  oidy 
on  the  noiithscriminatory  giounds.  These  claims  were 
termed  "mixed  motive"  cases,  because  the  employer 
made  an  employment  decision  motivated  in  [)art  by 
disciiminatiim. 
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Prict'  \\  (itirlii}iisi'  i-  nM-rturiic-il  li\  tin-  (,i\il  Ri^'lit- 
\(t  iif  l'»'M.  The  ait  add-  a  m-w  -t-ctidii  tn  Titli-  MI  to 
provide  thai  f\(i'|it  a-  (itlienvix-  ]ir(i\ided  in  Title-  \  II. 
an  unlawful  i-iiijiIdMiicnt  jirartici-  i>  c-talilislu'd  uheMi  tin- 
iiinijdainiui;  [lurtv  dcnionstratr-  that  rarr.  idhir.  reli- 
gion, sex.  of  natidiial  nriiriii  wa-  a  iii(jti\atini;  tart  or  tcn- 
anv  eni]do\  nieiit  practiee.  even  though  other  factor-  also 
motivated  the  praetiee.  A  jdauitiff  i-  not.  however,  en- 
titled to  damaiie-  or  rein-tatement  in  sueh  eases,  but  is 
hiuited  to  di'ilaiatoi-N  iflief.  attornevs    fees,  and  costs. 

Challeiioie?  to  Consent  Decrees" 

In  Martin  r.  \\  ilks"  the  Supreme  Court  permitted 
wliite  tire  ti;:hter-  in  Birmingham.  Mahama.  to  challenge 
a  consent  decree  that  reipiired  thi'  cif\  to  take  affirma- 
tive acticiu  in  hiring  black  fire  fighter-.  I  he  (iourt  held 
that  the  white  fire  fighters  could  challenge  the  action  even 
though  thev  waited  vears  after  the  consent  decree  had 
been  executed.  The  effect  was  to  make  con-ent  dec|-ees 
\irtuallv  useless  to  settle  Title  ^  II  claims,  as  thev  could 
be  suliject  to  continuing  challenge  bv  (hsgi-imtled  eniplov- 
ees  everv  time  a  jiersonnel  action  was  taken  pursuant  tf> 
the  decree. 

The  Ci\  il  Ri;;ht-  Act  of  1991  adds  a  new  section  to  Title 
^^I  to  liar  challellge^  to  a  consent  decree  liv  a  jier-on  who. 
jirior  to  the  enti'\  (if  the  judgment  or  oi-der.  I  ll  bad  ac- 
tual notice  of  the  judgment  or  order  -uffii  lent  to  infnriii 
the  pei--on  that  the  judgment  or  order  might  adver^eU 
affect  hi-  111'  her  legal  rights  and  (2 1  there  was  a  reason- 
able iipportiiiHtx  til  pi'e-ent  nlijei-tion-  to  the  judgment 
or  order.  I  he  act  al-o  bars  the-e  tvpe>  of  challenge-  bv 
anvone  whose  interests  were  adequateh  represented  \>\ 
another. 

Clialleiiges  to  Seniority  Systems 

In  Liiniiui'  V.  AT&T  Technoloaes.  Inc.  the  .""uiireme 
Coiu't  held  that  the  right  to  challenge  a  -enioritv  -v-tem 
under  Title  \  II  ai'i-es  when  the  -y-tem  i-  adojited.  not 
when  it>  o|ieiation  -ub-ei[uentl\  ha-  di-criminatorv  ef- 
fect-. ( )f  course,  bv  the  time  an  em|ilo\ee  ivtired  and  then 
realized  the  effects  of  the  (h-crimiuator\  -v-tem.  it  wa- 
too  late  to  firing  a  timely  challenge. 

The  (;i\il  Kidit-  Act  of  1991  rever-.--  tin-  d.-ci-inn  in 
Lord/ire  by  ]iro\i(lingthat  an  inilawfid  emplovment  prac- 
tice under  Title  \  II  occurs,  with  re-pect  to  a  -eniorit\ 
system  that  has  been  adopted  foi'  an  iiitnitionalK  di— 
criiiiiiiatnr'N     piirpn-e.    when    ihr    -minritv     -\-tem    i- 


adiipted.  when  an  iiidnidual  become-  -ulijeit  tn  the  >e- 
niiirit\  -vstem.  or  \shen  a  jierson  aggrieved  i-  iiijined  li\ 
the  application  of  the  ^eniiii-it\  ,-\-tem  or  pro\  i-ion  of  the 
-\  -tem. 

Personal  Staff  E\em|)tioiis 

Title  \  II  ha-  excluded  from  ro\erage  certain  person; 
who  serve  m  clo,-e  jinixiiiiitx  to  elected  officials.  The  Ci\il 
Rights  Act  of  1991  rex  like-  the-e  exclusions  and  Jirovides 
that  the  rights,  protections,  and  remedies  of  Title  MI 
-hall  ap]ily  with  respect  to  anv  person  who  is  chosen  or 
appointed  bv  -tate  nr  local  e'lected  officer-  to  serve  ( 1 1  as 
a  mendier  of  an  elected  official's  personal  -taff.  (2 1  in  a 
pohcy-making  jmsition.  or  I.S)  as  an  immediate  advisor 
with  resjiect  to  the  exercise  of  the  constitutional  or  legal 

I  lowers  of  the  office. 

For  the  first  time.  then,  individuals  -uch  as  city  and 
countv  attornevs.  clerk-  to  a  boai'd  of  countv  conmiis- 
sioner;  or  citv  coun'il.  and  high-iankiiii'  piilic\  makers 
in  >tate  government  ma\  bring  claim-  of  eiiiplux  ment  dis- 
crimination under  Title  \  II. 

.\ge  Claims  Filuiji  Period 

The  act  change-  the  jirocedure  fiij-  tding  -uit  under 
the  Age  Di-crimination  in  hmploMiieiit  \it  (ADE.\).  It 
i-  -till  the  case  that  a  plaintiff  ha-  two  \ear-  (or  three 
vear-  for  willfid  \iolation-)  from  the  incident  L^i\ing  rise 
to  the  claim  to  file  the  ADEA  claim  uith  the  Kipial 
Kmplii\ment  ( >ppiiitiMiit\  (iommission  (EEU(  J.  What 
is  new  is  a  sub^ectiim  to  the  ADEA  that  recpiirc-  the 
EEOC  to  notilv  complainant;  when  an  ai;e  di-crimina- 
tion charge  i-  di-missed  or  othennse  terminated  bv  the 
conmiission.  The  plaintiff  then  ha-  ninet\  dav-  of  re- 
ceipt of  the  EEOr  notice  to  file  -uit. 

Teclmical  .\ssistaiiee  Training  Institiit«' 

The  act  amend-  litlr  Nil  tn  reipnre  the  EEU(.'  to 
estabhsh  a  Technical  A— i-tance  Training  Institute 
ihiduiih  \\hi(h  it  will  |irovide  assistance  and  training  to 
riiM-ied  entitie  .  The  Ef](JC  will  be  re(|uired  to  lieidll 
multilingual  education  and  outreach  program-  mi  the 
right;  anil  obligation-  created  li\  the  ( ,ivil  Right-  Act  of 
1991  to  tho;e  who  have  historicallv  been  \ictim-  of  fhs- 

II  imination.  Fmplover-  will  not  be  excu-ed  fiom  com- 
pliance with  I  itie  \  II  nil  till-  Lfroiiiid-  that  tlie\  did  imt 
recei\t'  technical  a--i-tance  from  the  LEOC. 
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Glass  Ceiling  Coiiuiiissioii 


The  £,'/«s,s  ceiliiiii  is  a  term  soiiictimfs  used  tii  ilfscril)*' 
a  situatidii  in  wliich  uiimeii  and  minoiitit's  in  an  fniplnv- 
nicnt  sfttinj;  are  ahle  to  see  tup  |i(isiti(ins  (licrausc  tliev 
are  inside  the  eonipanv)  l)Ut  are  not  ahle  to  achanee  to 
them.  Title  II  of  the  Ci\il  Rifjiits  Aet  of  IWl  sets  up  a 
Glass  Ceiling  Coimnission  to  studv  artifieial  harriers  to 
the  ad\  aneenieiit  of  women  and  minorities  in  the  work- 
place and  to  make  recommendations  lor  overeoniinf; 
such  harrieis.  Tiie  connnission  is  to  make  a  re|)oit  to 
tlie  president  and  Conjrress  within  lilteen  monliis  ol 
passable  of  the  aet.  includinf;  recommendation>  on 
(hanfies  needed  in  the  law . 

ConcliLsion 

The  Civil  Rifrhts  Act  of  IWI  cl.-arK  sjiili,  the  iial- 
anee  of  power  hack  toward  plaintiffs  in  I  itic  \  II  htiga- 
tion  and  increases  the  |iotential  liahilitx  ol  employers, 
inclnding  state  and  local  f;overiniienl  emplo\ers.  lor 
lindini;s  of  employment  discrimination.  I  lie  a\ailahility 
of  compensatory  damages  and  jinx  trials  mav  well  spur 
an  increase  in  htigation.  As  alwa\s.  the  hest  defense  to 
anv  em|ilovment  discrimination  claim  i>  a  tiiorough  ri-- 
view  of  existing  practices  anil  pidccdnies  to  cn>nre  that 
tiiev  ai'e  joli  related.   ♦•♦ 

Notes 

1.  Vianls  Cove  v.  Atonio.  490  U.S.  612  (l'J«y):  Price 
W  atcrliuii-r   \.    Ilopkin...    I'KI   l.S.    12?,  (l')t!')|;    PattcrMin    v. 


McClean  Credit  Ciiidii.  191  U.S.  Idl  {]'>',;'<):  Marlin  \.  W  ilUs. 
490  U.S.  7.5.i  |l'»i!9);  l.„raii(c  N.  V\&\  icchiKildaes.  In.-..  490 
U.S.  900  (19i-;9):  anil  I'lililii-  Ein|.lcix.v>  Hcliicincnt  System  of 
( )lii(.  V.  Betts.  492  U.S.  1.58  (1989).  I'lic  lli'iis  >\vrM,m  was  over- 
tiinifil  Oitdlier  16.  1990.  wlieii  tlic  pii'siileiil  si>;iu'(l  the  Older 
Workers  Benetit  Protei'tion  Act.  wliicli  n'(|iiire!.  eniployer.s  to 
[irovide  older  workers  willi  l)ciielits  at  least  e([ual  to  tliose  pro- 
vided to  yoiiger  ones,  unless  tliev  can  proxe  that  the  cost  of  pro- 
viding an  e([ual  henelil  is  giraM'r-  lor  an  older  worker  than  for 
a  younger  one. 

2.491  U.S.  161  (1989). 

3.  401  U.S.  424(1971). 

4.  490  U.S.  642(1989). 

5.  490  U. 8  228(1989). 

6.  490  U.S.  7.5.5(1989). 

7.  490  U.S.  900(1989). 
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,  newly  redesigned  and  updated  Chan 
iif  the  Admiiusiniiive  Orjianizaiinn  nf 
North  CaroUiui  State  Ginenuueiit  is 
available  from  the  Institute  of  Goveni- 
nieni.  This  useful  chart  is  a  comprehen- 
sive guide  to  all  Noilh  Carolina 
government  agencies  created  by  the  North 
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Alternative  Revenue  Sources 
for  Local  Governments 


Chai'les  D.  Liiier 


Niirtli  Carolina's  city  and  ((Hiiity  ottifials.  like  local 
officials  even^vhere.  are  in  a  tijilit  lineal  iiiiiil.  A>  usual, 
revcnuo  arc  not  >ulfuicnt  tii  meet  needs.  Thev  find  it 
ditlicult  tn  cut  -pendini:  without  cuttiui:  serxices.  and  lo- 
cal re>idcnt>  [irotcst  an\  jiro]io>al  to  reduce  ser\ices.  One 
way  out  of  tills  bind  is  to  increase  tile  ]iro]ierty  tax  rate. 
But  above  all.  outspoken  resident-  don't  want  tiieir  ]ir()]i- 
erty  taxes  to  increase. 

How.  then,  can  governing!  lioard>  i:et  out  of  tiiis  bind'.' 
Tlie  nio>t  oi>vious  answer  is  to  searcii  for  re\enue  fi'oni 
sources  other  than  the  ]iro]ierty  tax.  In  recent  years  tiiis 
search  has  ui\  oh  ed  four  a]j|iroaches:  increasmg  refiance 
on  user  charges,  seeking  authoiization  for  new  taxes 
through  local  legislation.  ])roposing  a  menu  of  optional 
I'evenue  choices,  and  imposing  a  new  tax  in  tiie  form  of  a 
per-iiouseiioid  ciiai'ge. 

Licreasiiig  reliance  on  user  charges.  Local  units  iia\  e 
always  relied  on  charges  related  to  use  to  pay  for  sucii 
services  as  w ater  and  sewer.  i)uil(hng  inspections,  hospi- 
tai>.  and  |)ul)lic  transportation.  In  recent  years  local  imits 
have  sought  to  increase  >ucii  re\enuc-  liy  increasing  ex- 
isting charges  and  creating  ne\>  ciiarge-  foi'  garbage  col- 
lection, recreation  progranr-.  and  otiier  ser\ices. 
T\]iieall\.  iiowe\er.  tiie\  lind  tlial  tlie  p(jtentiai  tor  in- 
creasing revenues  tnjm  bona  fide  user  charges  (as  op- 
jiosed  to  the  household  charges  fhscussed  below)  is 
limited.  Most  pidjfic  services  ])rovide  general  benefits  to 
the  eonununitv.  so  tiiat  it  is  not  po»il}le  to  create  eiiarges 
tiiat  fail  in  proportion  to  use  or  iienetit.  And  increased 
u>e  ol  user  eiiarges  runs  head-on  into  tiie  proi)iem  tiiat 
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user  eiiarges  and  fees  impose  a  di>]iroportionatelv  lieav'v 
burden  on  poor  people. 

Seeking  autliorizatioii  for  new  local  taxes.  Manv  lo- 
cal lioardr-  iiave  a>ke(l  the  General  Assembiv  to  enact  lo- 
cal bills  granting  them  authority  to  levy  a  new  tax.  The 
iocai-oiition  retail  sales  tax  origuiall\  ua-  autiiorized  for 
one  county  iiefore  autliority  was  extended  to  aU  comities 
in  1971.  Individual  units  have  succeeded  in  gaumig  au- 
tiiorization  for  several  other  kinds  of  taxes:  land  trans- 
fer taxes  (taxes  on  transfers  of  real  projiertvl.  occupancv 
taxes  on  room  rentals,  taxes  on  admi>sion  to  entertain- 
ment and  sports  events,  and  a  sales  tax  on  prepared 
meals. 

Impleineiitiiig  a  reveuue  menu  ajiproach.  For  sev- 
eral years  local  officials  have  pro]iosed  that  the  General 
Assembiv  autiiorize  tiie  u>e  of  a  varietv  of  optional  rev- 
enue sources  bv  all  unit-,  tiiii-  providing  tiiem  v\ith  a 
"menu  "  of  choices.  Tiie  idea  of  having  o])tional  revenue 
soiu'ces  is  not  new.  The  local-option  retail  sales  tax  now 
provides  an  alternative  revenue  source  as  an  option  for 
all  local  units  (all  counties  iiave  ciio-cn  to  lew  the  three 
separate  retail  sales  tax  levie>  authorized  ^o  far),  and 
other  taxe> — [privilege  license.  franclii>e.  and  even  the 
projpcrtv  tax — are  optional  Miurces. 

Proposals  to  provide  a  menu  of  o|itional  revenue 
sources  boil  down  to  projiosals  tor  the  addition  of  more 
optional  revenue  soiUTCs  for  use  by  all  units.  Several  such 
sources  have  been  proposed,  including  entertainment 
taxes,  a  local  pavroU  tax.  and  a  local  income  tax  that 
would  lie  collected  on  ^tate  income  tax  returns  (thus  it  is 
called  a  "iiiggy-back  "  l(pcai  income  tax).  The  menu  niiglit 
also  include  taxes  that  were  originally  authorized  for 
some  units  through  local  legislation,  such  as  the  land 
transfci .   occupancv.   and  prepared  meals  taxes.   An 
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additional  menu  choice  might  be  an  increased  rate  on  the 
local-option  retail  sales  tax  (the  original  1  percent  rate 
on  that  tax  was  increased  to  2  percent  bv  actions  taken 
in  1983  and  1986). 

Imposing  flat-rate  per-lioiisehold  charges.  A  fourth 
approach  taken  l)y  some  imits  is  to  levy  what  amounts 
to  a  new  tax — essentially  a  flat  tax  on  households — with- 
out obtaining  specific  authorization.  A  small  but  appar- 
ently gi'owing  number  of  luiits  have  levied  what  is 
usuaUy  called  a  "user  charge"  or  "user  fee"  on  each 
property  owner  or  on  each  residential  property  owner, 
using  the  pioperty  tax  biU  to  coUect  the  levy.  Foi-  ex- 
ample, some  comities  have  levieil  such  a  charge  and 
designated  it  as  a  user  charge  for  landfill  services.  The 
revenue  potential  of  such  charges  is  large,  as  long  as 
they  can  be  used  v\ithout  legal,  legislative,  or  political 
challenge.  Conceivably  a  county  or  city  could  distrib- 
ute the  cost  of  many  different  ])ul>lic  services  se])arately 
through  such  jier-household  charges.  In  fact,  it  is  con- 
ceivable that  propert}  taxes  coiUtl  be  reduced  gready. 
or  eliminated  entirely  in  some  units,  by  sidjstituting 
these  charges  for  the  property  tax. 

Although  caUed  charges  or  fees,  these  levies  are  not 
triUy  user  charges  or  fees,  because  they  do  not  vary  with 
use  of  the  service.  All  owners  of  residential  property  must 
pay  the  same  amount  no  matter  how  nnicli  the  service  is 
usetl.  In  fact,  these  so-called  charges  are  by  nature  gen- 
eral taxes — in  effect  they  are  a  flat  tax  per  household. 
They  are  similar  in  nature  to  the  liigldy  regi'essive  poll 
tax.  or  head  tax.  that  was  abolished  long  ago  in  most 
places.  The  only  difference  is  that  the  jioll  tax  was  levied 
as  a  flat  amoimt  per  adidt.  These  new  taxes  are  levied 
usuaUv  as  a  flat  amount  on  each  owner  of  residential 
pro])erty. 

There  is  no  pid)hshed  statewide  information  on  use 
of  these  levies,  but  apjiarendy  some  luiits  have  levied  per- 
household  charges  for  sohd  waste  coUection  antl  disposal 
or  other  purposes  for  several  years.  This  has  been  oc- 
ciu-ring  despite  the  fact  that  there  was  no  specific  autho- 
rization to  levy  a  flat  household  charge  or  fee  for  any 
purpose  until  recently.'  (It  is  important  to  local  imits 
that  these  charges  be  authorized,  for  they  woidd  be 
uncoUectible  if  their  legahty  were  successfidly  chal- 
lenged.) In  1989  the  General  Assemldy  authorized  a  luii- 
form  montldy  fee  for  911  emergency  telephone  service, 
to  be  coUected  by  the  telephone  exchange."  And  in  1991 
the  General  Assend)lv  authorized  an  "availability  (  barge" 
for  sohd  waste  facilities  and  provided  that  such  charges 
coidd  be  coUected  in  the  same  manner  as  property  taxes. ' 


A  second  law  enacted  in  1991  also  has  impUcations  for 
future  use  of  flat  household  charges.  Chapter  591  of  the 
1991  North  Carolina  Session  Laws  amended  existing  laws 
to  allow  cities  and  comities  to  levy  and  collect  charges  and 
fees  for  storm-water  drainage  faciHties.  as  weU  as  for 
other  pidiUc  enterprise  activities. '  Pidjlic  enterprise  ser- 
vices mclude  electricity  and  gas  distiibution,  water  and 
sewer  services,  public  transportation.  soUd  waste  collec- 
tion and  disposal,  cable  television,  off-street  parldng,  and 
airports.^  The  act  makes  it  feasOile  for  cities  and  comi- 
ties to  coUect  various  charges  or  fees  for  pubUc  enter- 
prises. Cities  and  counties  can  enforce  coUection  of  such 
fees  by  specifying  in  an  ordinance  the  order  in  wliich 
partial  payments  of  bUls  v\iU  be  ajjpUed  to  the  various 
services  covered  by  a  biU  for  charges.  Tins  provision  in 
effect  aUows  a  comity  or  city  to  use  water  biUs.  or  bflls 
for  other  services  provided  by  pubUc  enterprises  (such 
as  electricity),  to  coUect  several  household  charges  lev- 
ied to  pay  for  other  pidjUc  enterjirise  activities.  For  ex- 
ample, if  a  storm-water  drainage  charge  or  garbage 
coUection  fee  included  on  a  water  bUl  were  not  paid,  wa- 
ter su])ply  coiUd  be  cut  off. 

The  remainder  of  tliis  article  descrUies  the  principles 
involved  in  considering  the  a})})ropriateness  of  using  cer- 
tain alternative  revenue  sources  and  chscusses  those  al- 
ternative sources  in  hglit  of  the  principles. 

Pi-iiiciples  of  Tax  Fairness  aiid  Etpiity 

^Tiat  are  the  issues  that  must  be  considered  in  the 
search  for  alternatives  to  the  projiertv  tax?  \^diether  or 
not  it  is  good  jiidiUc  poUcy  to  authorize  optional  revenue 
sources  for  local  units  is  not  an  issue.  It  has  long  been 
the  practice  in  North  CaroUna  to  aUow  local  units  the 
option  of  using  various  revenue  sources .  Nor  is  the  cjues- 
tion  of  whether  or  not  local  units  need,  or  slioidd  have, 
more  revenue  an  issue.  That  cpiestion  is  best  left  to  local 
officials,  and  local  officials  already  have  avaUable 
through  law  a  means  for  increasing  revenue — the  ]irop- 
erty  tax.  Rather,  the  fundamental  issue  is,  what  are  ap- 
propriate revenue  sources  lor  North  Carolina  s  cities  and 
comities? 

The  purpose  of  taxes  and  charges  is  not  merely  to 
raise  revenue.  The  fundamental  jiurpose  is  to  distrib- 
ute the  costs  of  providing  puljlic  services  among  people 
in  a  fair  anrl  etputable  way.  The  Iduds  of  taxes  and 
charges  that  are  used  v\iU  determine  who  will  jiav  the 
costs  of  government  services.  Therefore,  the  paramount 
concern  m  judging  revenue  sources  is  whether  they 
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ivMill  i]i  a  lair  (li>trilmli(iii  nl  tin-  cd-l  nl  |iii)\  iilini;  |iirli- 
lic  ser\  irr>. 

\^  hal  is  lair  is  a  iiuilliT  (il  (i|iiiiiiiii.  IIovsi'MT.  tlii-ir 
arc  Iwd  l(iii^-(>lalili>lii'(l  ami  (01111111)111%  a(ri'|itfil  |iriii- 
riplfs  of  tux  fairness  and  t'i|iiitv.  The  iii'iiclits-n'rt'ivfd 
(or  siniply  "lifiieKts")  |piin(i])le  is  tliat  tlicisc  wlio  lienctit 
from  a  piililic  servicf  sliould  licar  tlif  <(ists.  and  that  the 
liiirdcii  (if  sii|i|i(iitiii^  a  |iiiiilic  scrvirc  siidiild  in-  distrili- 
uted  in  |ir(i|iortiuii  to  tlir  anioinil  ol  use  i>\-  iicm-Ht  iv- 
reivfd  Ircini  the  servici'.  Tiic  aliilit\-t<i-]ia\  |j|'in(i]>le  is 
tliat  la\c-  -liduld  ill-  levied  in  aee(ii'<laiice  uilli  ta\]ia\- 
ers   al)ility  to  \)a\. 

Tlie  Benefit!-  Principle 

The  henefits  prineiple  is  ajiplieaiile  when  the  nse  of  a 
service,  or  iieiietits  derived  Iroin  a  ser\iee.  \arv  anionj; 
people,  groiijis  of  pi-ople.  (ir  Imsiness  firms.  Its  a|)pUca- 
tion  is  feasdile.  however,  onlv  when  use  or-  lienefits  can 
be  measured  or  assessed  and  wlien  a  eiiaii;e  or  fee  can 
be  devised  tiiat  rorres])onds  with  use  or  beiielits  received. 
Metered  water  eharfies  and  hifiiiwa\  taxes  and  fees  are 
exanijiles  of  iienefits-related  ehari;es  and  taxes. 

The  heiiehts  principle  is  ])articnlarlv  apphcable  when 
considering  appropriate  taxes  for  North  CaroUna  s  mu- 
nicipahties  because  North  ( .aroUna  s  miniicipaUties  were 
estalilisbed  essentially  in  accordance  with  the  benefits 
principle.  North  ( iai'olina  ^  cdunties  were  established  as 
agents  ol  the  state  gii\criiiiient  tn  judvide  ba-ic  services 
onbehall  all  the  people  ul  the  count \ .  incinding  those  who 
hve  within  municipal  borders.  Municipalities  were  estab- 
lished to  provide  those  additional  urban  services,  such 
as  jKilice  and  lire  pnileclidii  and  garbage  cdllecti<in. 
neeiled  b\  |iedple  who  live  in  t<iwiis  and  cities,  or  to  pro- 
vidi'  a  higher  level  of  >erv  ice  il  municipal  re-ideiits  are 
not  satislied  vvitli  ihc  level  dl  -ci'V  ice  pinv  ided  bv  the 
Cduntv  government. 

I  ndci'  this  svsteiii  imniii  i[ial  residents  receive  more 
services  than  those  who  live  outside  nuuii(  ijial  bound- 
aries, so  thev  pav  an  additional  |ii'dpertv  tax  levied  bv 
the  iininii  ipalitv  onlv  on  iiiiini(  i|ial  residents.  Thus, 
miiiiic  ipal  re.-idents  benelit  li-dni  a  sccdnd  level  of  service, 
anil  in  cdiiipensation  thev  pav  a  secdiid  pnipeitv  tax  in 
adihtion  to  their  coiuitv  ]iro[)erty  tax.  As  we  will  see.  some 
proposed  miuiicijial  revenue  soin-ces  mav  violate  this 
prin(  i|ile  liv  tailing  to  imjiose  an  extra  burden  <in  nnniii  i- 
]ial  resident-  la.-  the  retail  sales  tax  does)  oi-  bv  expiirt- 
ing  part  of  the  biu'den  to  peojile  who  live  elsewhere 
(as  a  payroll  tax  does).  For  such  revenue  sources  to  be 


consistent  with  the  benefits  principle,  a  municipahtv 
would  have  to  incLU-  costs  bir  ])roviding  jtublic  services 
to  nonr»'sideiit  taxpayers  that  ai'c  not  already  covered 
through  increased  |irdpert\  lax  valuations  on  stores,  of- 
fices, and  lactdiie-  that  noniesidents  use. 

Tlie  AI)ilily-lo-Pay  Principle 

The  jiriiii  i|ile  that  taxes  -hoiild  be  imposed  accord- 
ing to  abililv  Id  pav  has  two  siibdi'diiiate  concepts — ver- 
tical and  hdiizontal  eijuilv — that  are  salient  Id  the  issues 
in  (piestion.  \ertical  ecpiitv  refers  to  fairness  Itetween 
those  who  have  am|tle  ability  to  jiav  and  those  who  do 
not.  If  high-incoiiie  tax]iavers  pav  a  larger  percentage  of 
their  income  in  laxe-  than  do  low -income  families,  a  tax 
is  called  progressive.  If.  on  the  nlher  hand,  low-income 
taxpayers  pav  a  higher  percentage  of  income  in  taxes,  a 
tax  is  called  regressive. 

\\  hereas  vertical  eipiity  requires  that  those  who  are 
uiieipial  in  ability  to  pay  should  be  treated  differently, 
horizontal  I'ipiitv  reipiires  that  those  who  have  e(pial 
ability  tn  pav  sluuild  jiav  the  -aiiie  anidiinl  in  taxes.  A 
payroll  tax.  lor  example,  would  violate  this  ]iiin(i|ile 
because  a  family  that  received  all  its  income  Iroiii  wages 
would  be  taxed  im  all  its  iiicdiiie.  while  a  laiiiilv  that  re- 
ctMved  all  dl  its  incdnie  Irom  rental  incoiiie.  interest,  or 
dividend-  VMiiilil  not  be  taxed  at  all. 

Application  of  PiTiiciples 
to  Proposed  Rev  eiiue  Soiu'ces 

This  section  examines  specific  revenue  sources  that 
have  been  aiillioii/ed  through  local  legislation  or  pro- 
posed lor  general  ii-e  and  analvze-  tlieiii  in  light  of  the 
piiniiples  of  eipiitv  discussed  above. 

Local  Income  Taxes 

Three  Iv  |ies  ol  Ideal  incdiiie  taxes  could  be  authorized: 
a  full-fledged  tax  like  the  state  income  tax  administered 
by  local  units,  a  local  incoiiie  tax  piggy-backed  on  the 
state  incoiiie  tax  and  eollecled  bv  the  state,  and  a  locally 
administered  payroll  tax.  The  lir-t  type  of  incdiiie  tax 
woidd  not  be  feasible  except  in  larger  units,  and  where 
feasilile  it  wouki  be  wasteful  beiause  local  administra- 
tion would  duplicate  state  income  tax  admiiiistratioii.  A 
piggy-back  income  lax  and  a  pav  roll  tax  would  be  rela- 
tively easy  and  ini-xpensive  td  administer.  Pile  Idiiuei' 
would  ne  levied  on  a  unit  s  residents  as  a  iierceiitage  ol 
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their  state  income  tax  liability  and  colleeted  liy  tlie  state 
usiiif;  state  ineome  tax  returns.  A  ])avroll  tax  would  lie 
inijiosed  at  a  Hat  rate  on  all  waives  and  salaries  paid  witliin 
a  unit's  lioinidaries.  and  employers  would  withhold  and 
remit  the  tax  to  local  units.  XormalK  tiicre  would  he  no 
exeni|)tions  or  deductions  under  a  payidll  ta\. 

( )ne  ad\  antage  of  a  piggy-back  local  income  tax  is  its 
[)rogressiveness — liigher-income  taxpayei's  woidd  pay  a 
higher  percentage  of  their  mcome  than  woidd  lower- 
income  taxpayers.  In  fact,  the  tax  woidd  have  the  same 
degree  ( if  progi-essivity  as  the  state  income  tax.''  Another 
ad\antage  is  that  it  would  be  |iaid  (iid\  \i\  residents  ol 
the  units  that  lew  the  tax.  so  would  therelore  conlorin 
111  tlie  benelits  princijile. 

A  pa\  roll  tax,  in  contrast,  woidd  be  a  regi-essive  tax — 
lower-income  taxpayers  wiiidd  |iay  pro|i(irtionately  more 
(d  their  income  than  woidd  higher-income  ta\pa\ers.  It 
uould  be  regi'essive  because,  hrst.  oidv  wages  would  lie 
taxed.  Lou-  and  nioderate-ini-omc  laiiiilics  lend  lo  t  aril 
all  or  almost  all  of  tlicii-  income  li(im  uage>  and  >alaries. 
while  ii|iper-nicome  families  tend  lo  recci\c  more  ol  iheir 
income  Irom  other  sources,  such  as  property  income, 
dividends,  interest,  and  capital  gains.  Therefore,  the 
proportionate  burden  on  income  wduld  be  larger  lor 
loner  income  than  for  liigher-iiicunie  la\pa\ci>.  Failure 
to  tax  all  siiurce>  (li  income  uould  alxi  \iiilalc  llic  jirin- 
ciple  of  horizontal  equitv — ta\paNei>  uilh  e(|ual  aliNilx 
1(1  pav  coidd  be  taxed  differently.  .Second,  llicic  wmild 
be  nil  exemptions  to  shelter  a  basic  level  ol  income  or  to 
adjust  lor  differences  in  abditv  to  ]iay  due  to  lannlv  size. 
Third,  the  tax  wiiidd  lie  levied  at  a  Hat  rate,  without  re- 
gai'd  tci  the  le\el  of  income. 

\  paxiiill  lax  also  would  be  imposed  in  part  on  com- 
iiiiiler>  who  li\e  outside  the  unit  ihat  receixes  icvenne 
from  it.  Thus,  in  cities  and  coiuilic>  lliat  liaxe  substan- 
tial in-commuting,  a  large  share  ol  |ia\roll  taxes  would 
lie  e\|iorted  to  nonresidents.  Put  another  way.  re.sidents 
ol  >ome  units  would  pav  substantial  amounts  of  taxes  to 
citio  and  coiuities  thev  do  ixit  li\e  in.  \ud  roidents  of 
the  Icwing  unit  who  eain  wages  iiut>ide  the  unit  would 
not  ha\e  to  pay  the  tax  (at  lea>t  not  lo  I  heir  ouu  Luiil).  a 
\  iiilation  of  the  benefits  princijile  and  llie  c(inccpl  nl  lioii 
zoutal  e(|uilv. 

l.(»cal-C)|)tioii  Sales  Tax  Increase 

W  lieu  llic  local-option  relad  sales  lax  was  first  anlho- 
I'izi-d  in  l')7l  at  tin-  rale  ol  I  pcrccul.  r'cvenucs  wci'c  re- 
lumed to  the  coiiliU   in  uliicli  llic\   were  collcclcd  and 


then  (hstrdnited  to  the  county  government  and  to  the 
municipahties  in  that  county.  Because  of  tins  feature, 
cities  and  urban  counties  that  served  as  regional  sho|i- 
ping  or  emplovmeni  centers  collected  sales  ta.x  revenues 
from  shoppers  who  li\t'd  in  othci-  counties.  In  1983  when 
the  authorized  rate  was  increased  to  1..5  percent,  and 
again  in  1986  when  the  rate  was  increased  to  2  percent, 
the  law  provided  that  the  revenues  from  the  additional 
rates  woidd  be  distrdiuted  to  comities  not  on  the  basis  of 
collections  but  on  the  basis  of  each  county's  share  of 
popidation.  (Thus,  in  cllecl  the  half-cent  sales  taxes  are 
a  foim  of  state  revenue  >liaiiug  rather  than  a  form  of  local 
taxation).  As  a  result  larger  units  recei\e  much  less  in 
revenue  from  the  second  I  percent  rate  than  from  the  hrst 
1  percent  rate,  first  because  thev  are  no  longer  receiving 
sales  taxes  paid  liy  nonresidents  and  second  because  per 
capita  sjiending  tends  to  be  higher  in  more  urban  areas. 
The  effects  of  anv  incr<'ase  in  the  local  sales  tax  would 
depend  on  which  distribution  melhod  is  adojitcd. 

I  he  retail  >ales  tax,  like  most  sales  and  excise  taxes, 
is  regi'essi\'e  because  taxable  sjjemhng  of  lower-income 
taxpavers  rejiresents  a  highci'  jicrcentage  of  their  hiconie 
than  of  higher-income  tax|ia\ers. 

An  im|i(irtant  asjiect  of  the  use  of  the  retad  sales  tax 
as  a  local  tax  is  thai  il  ilcparl>  from  North  Carohna's 
s\>leni  of  iin]iosing  a  >econd  lc\el  ol  taxation  on  imniici- 
jial  residents  to  conipeusale  loi'  the  extra  ser\iccs  jiro- 
\idcd  li\  muiuci|ialities.  As  discussed  earlier.  iiuniici]ial 
residents  pav  a  county  property  tax,  plus  a  municipal 
tax,  so  there  are  twd  levels  of  service  and  two  levels  of 
taxation.  Under  North  (larohna  local  retad  sales  taxes, 
both  municipal  and  noinnuuicipal  residents  of  a  county 
jiav  the  same  amount  ol  taxes  (taxable  spending  being 
e([ual,  of  course),  but  municipalities  get  a  share  of  the 
pi'oceeds,  in  adilition  lo  the  share  received  by  the 
county  government,  to  olfset  the  costs  of  proviiling 
municipal  services.  In  other  words,  there  are  stdl  two 
levels  of  service,  but  onlv  one  level  id  taxation.  In  ef- 
fect, the  retail  sales  tax  allows  miuucipal  residents  to 
expoit  jiart  (if  llieii'  ta\e>  t(i  n(iuimuuci|ial  residents. 

Land  Traiisf«'r  Faxes 

The  term  "land  transfer  tax  is  a  nusnomer  in  that  it 
is  a  tax  on  transfers  of  all  real  property,  not  just  trans- 
fers of  land.  ActiialK.  a  similar  tax  ahcadv  exists.  The 
"excise  stamp  lax  on  coinevanccs  is  levied  at  the  rate 
of  SI. 01)  |icrS.")()0(if  \ahic.  All  coLUilies  collect  the  lax  and 
I'cmil  hall  the  revenues  lo  the  slate. 
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The  use  of  land  transfer  taxes  as  a  signiflrant  local 
revenue  sovu'ce  is  a  relatively  new  idea  that  appeared  first 
in  several  resort  areas  of  other  states  where  condomini- 
ums and  vacation  homes  were  being  sold  mainly  to  outsid- 
ers. Its  use  in  resort  areas  tended  to  follow  the  benefits 
principle — buveis  of  new  vacation  homes  were  imposing 
costs  on  local  conumuiities  for  public  services,  and  the  tax 
allowed  commiuiities  to  tax  the  people  who  stood  to  ben- 
efit. The  tax  was  first  authorized  for  resort  areas  in  Xorth 
CaroUna  as  well — in  Dare  and  Currituck  counties,  wliich 
ha^  e  extensive  lieach  development.  \ow  several  comities 
without  resort  areas  are  authorized  to  use  the  tax. 

The  conunon  \iew  is  that  the  burden  of  a  land  trans- 
fer tax  falls  on  buyers  of  real  property.  For  tliis  \iew  to 
be  vahd.  however,  propei-ty  owners  w  ould  have  to  lie  able 
to  sell  their  property  for  more  money  than  they  coidd  get 
before  the  tax  was  imposetl.  But  there  is  no  reason  why 
prospective  buyers  of  property  would  pay  more  for  prop- 
erty, other  factors  being  constant,  after  a  land  transfer 
tax  has  been  uuposed.  Therefore,  the  actual  effect  ol  im- 
posing a  land  transfer  tax,  at  least  in  theory,  would  be  to 
reduce  the  net  value  of  all  jirojierty  at  tlie  time  the  tax  is 
first  le\ied. 

Consider,  for  example,  a  home  whose  current  market 
value  is  SIOO.OOO  before  such  a  tax  is  le\ied.  By  the  defi- 
nition of  market  value,  that  means  that  under  current 
market  conchtions.  and  given  a  reasonable  amount  of  time 
to  find  a  buyer,  someone  would  be  willuig  to  purchase  the 
home  for  SIOO.OOO,  but  no  more.  If  the  local  government 
then  levied  a  .5  percent  land  transfer  tax.  it  woidd  follow 
that  the  net  value  of  the  home  woidd  iinniediatelv  fall  to 
195,238.  That  is.  before  the  tax  buyers  woiUd  have  paid 
no  more  than  at  total  of  SIOO.OOO  for  the  projierty.  After 
the  tax  is  imposed  the  potential  buyer  would  still  be  vsill- 
ing  to  pay  no  more  than  a  total  of  SIOO.OOO  (assiuning  no 
other  circumstances  of  the  sale  had  changed ).  and  a  sales 
])rice  of  S9.5.238  plus  a  land  transfer  tax  of  .5  percent  of 
that  amomit  (.S4. 762)  woidd  equal  SIOO.OOO.  In  effect,  the 
tax  places  a  hen  on  all  property  that  ecpials  what  the  tax 
woidd  be  if  the  property  were  sold. 

K,  as  the  common  view  suggests,  the  burden  of  a  land 
transfer  tax  actuallv  did  fall  onlv  on  bmers  of  real  prop- 
erty, a  cpiestion  arises  as  to  the  use  of  a  land  transfer  tax 
as  a  general  revenue  measui-e  in  the  typical  city  or  county 
(as  opposed  to  resort  conmiunities).  That  is.  why  shoidd 
the  costs  of  government  services  be  distiibuted  through  a 
tax  that  actually  chd  fall  only  on  people  who  purchase 
property?  It  may  be  true  that  construction  of  new  homes 
or  l)usinesse.s  imposes  costs  on  a  communitv — for  new 


streets,  parks,  or  schools,  for  example — but  impact  fees 
levied  oidy  on  new  construction  and  earmarked  to  defray 
costs  imposed  by  new  residents  woidd  be  the  appropriate 
way  to  recoup  those  costs.  A  similar  justification  does  not 
exist  for  imposing  a  tax  on  Iniyers  of  existing  houses  or 
biuldings  for  winch  facihties  have  already  been  provided. 

Occupancy  Taxes 

Occupancy  taxes  are  sales  taxes  imposed  on  the 
rental  of  hotel  and  motel  rooms  and  resort  homes  and 
apartments.  Tliis  kind  of  tax  is  authorized  through  local 
legislation  and  therefore  varies  in  character,  particu- 
larly as  to  the  use  of  revenues.  The  tax  may  be  attrac- 
tive to  local  units  simply  because  it  exports  part  of  the 
tax  burden  to  travelers  and  visitors,  or  because  it  pro- 
vides a  deihcated  source  of  rev  enue  to  promote  business 
for  hotels  and  restaurants  through  tourism  or  conven- 
tion promotion. 

Ideally,  occupancy  taxes  would  conform  to  the  ben- 
efits principle  by  earmarking  revenues  to  cover  costs  in- 
curred for  the  benefit  of  those  who  pay  the  tax.  For 
example,  some  beach  communities  earmark  occupancy 
taxes  for  beach  erosion  control  and  refurbislmient.  Oc- 
cupancy taxes  that  are  used  for  general  purposes  would 
tend  to  export  a  commiinitys  tax  burden  and  therefore 
violate  the  benefits  prmciple,  unless  it  coidd  be  showTi 
that  those  who  rent  hotel  or  motel  rooms  impose  addi- 
tional costs  on  the  local  government  that  are  not  being 
covered  already  through  additional  property  and  sales 
tax  revenue. 

Entertaiiuiient  Taxes 

These  taxes  coidd  take  a  variety  of  forms,  but  essen- 
tially the  proposal  is  to  impose  a  special  sales  tax  on  the 
purchase  of  tickets  to  entertainment  events,  including 
movies.  Cities  that  have  facdities  for  large  entertainment 
events,  such  as  rock  music  concerts  and  sjiorts  events, 
have  proposed  special  taxes  on  tickets  sold  for  such 
events. 

If  the  purpose  of  such  taxes  is  to  offset  direct  costs 
of  providing  police  protection  or  traffic  control  services 
associated  with  entertainment  events,  such  taxes  might 
be  justified  luider  the  benefits  principle  of  fairness. 
However,  in  the  case  of  pidihcly  ovMied  municipal  facdi- 
ties for  entertainment  and  sports  events,  it  is  possdile 
to  work  out  an  agi-eement  by  which  funds  from  ticket 
sales — aside  from  a  special  entertaimnent  tax — woidd 
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l>e  paid  to  the  city  govermnent  to  compensate  for  costs 
of  extra  police  jirotertion  and  traffic  control.  In  fact,  in 
man\  cases  these  arrangements  were  worked  ont  long 
ago.  and  the  citv  is  already  lieing  reimbursed  for  such 
costs.  The  ([uestion  arises,  then,  why  should  a  tax  for 
general  use  he  imjKJsed  on  those  who  attend  entertain- 
ment events?  .\nd  why  should  those  who  dri\e  into  a 
citv  to  see  an  event  he  asked  to  pav  a  tax  to  cover  the 
costs  of  government  ser\ices  provided  in  that  unit,  when 
no  costs  are  heing  incurred  that  are  not  heing  covered 
througii  ticket  prices? 

Prepared  Meal*  Sales  Taxes 

In  1990  the  General  Assemljly  authorized  a  new  tax 
for  Mecklenhurg  Countv  and  the  citv  of  Charlotte  called 
a  prepared  meals  tax — a  sales  tax  on  the  ]>rice  ol  nieal> 
purcha-ed  in  re>taurant>  and  other  estal)lishment>  that 

prejiare  and  ~ell  I I.  AltliiMigh  in  this  case  the  procecd> 

were  earmarked  lor  conxenlion  center  facilities  and  ])ro- 
motion.  if  is  difficult  to  understand  the  rationale  for  this 
tax  as  a  lienefits-related  tax.  Of  cour.se  people  who  at- 
tend con\entions  and  meetings  in  ('harlotte  would  ]iav 
the  tax  wlien  thev  eat  at  re>tainants.  liut  >o  would  ev- 
ervone  «lio  eat>  out  or  con>\uiic>  jirepareil  food  in  les- 
tauranl>.  Iiar>.  i-on\enience  >tor<>.  fa>t-tood  store>.  and 
(ither  estahUshments  that  sell  pre[)ared  food.  The  tax 
woidd  not  he  as  regi'essive  as  most  sales  taxes — those  w  ho 
are  well-olT  tend  to  eat  out  more  than  (itlier> — Iml  like 
other  >ale>  taxe>  it  would  he  regie>>i\e. 

Flat-Kate  Household  Taxes 

As  discussed  earlier,  these  taxes  are  hemg  im|)o,sed  as 
user  charges,  fees,  or  "availahihty  charges"  and  collected 
at  a  flat  rate  per  household  through  the  property  tax  hill- 
ing and  collection  >v>lem  or  through  water  and  sewer  or 
municipal  electric  hill-.  The\  aie  in  truth  earmarked 
general  taxes  hecause  their  payment  is  involuntar\  and 
the  amount  levied  i>  not  related  to  the  use  of  a  service  or 
the  amount  of  henetits  derived  from  the  service  heing 
financed. 

Like  |ioll  taxes,  such  hou>ehol(l  charges  are  le\ie(l 
completeU  without  regard  to  ahililv  to  pav — the  janitor 
jiavs  the  -ame  amount  a>  the  hank  |iie>ideiit — and  there- 
fore are  liighlv  regressi\c.  Tlie\  arc  >uhstantiall\  more 
regressive  than  ]pro|)ertv  and  sales  taxes — projierty  val- 
ues and  taxable  sjiencUng  rise  with  income,  so  in  abso- 
lute amounts  property,  sales,  and  excise  taxes  rise  as 


income  rises,  whereas  household  charges  are  levied  at  the 
same  amount  for  everyone.  They  would  tend  to  be  more 
regressive  than  true  user  charges  because  the  use  of  ser- 
rices  for  which  usci-  charges  are  levied,  such  as  water 
con^umption.  tends  to  increase  with  income.  In  fact,  the 
only  revenue  source  that  could  l»e  more  regiessive  than 
a  flat-rate  household  tax  or  a  poU  tax  would  be  a  charge 
imposed  only  on  low -income  people,  or  imposed  in  gTeater 
amounts  on  people  with  low  incomes. 

Discussion 

The  h.-cal  buid  that  local  luiits  face  [loses  two  kinds 
of  threats  to  the  tpiahty  of  goverimient  in  North  Caro- 
lina. The  first  threat  is  that  local  opposition  to  increas- 
ing property  tax  rates  will  deter  local  units  from 
providing  an  ade(piate  level  of  services  that  are  of  state- 
wide idncern.  Todav.  for  example,  a  few  counties  can- 
not rejilacc  antiquated  school  buildings  because  to  do 
so  woidd  re([uire  increases  in  the  projiertv  tax  rate  that 
woidd  be  unacceptable  to  local  residents,  and  many  coun- 
ties are  unwilling  to  provide  the  local  contribution  nei- 
essary  to  jirovide  child  dav  care  and  \ariou>  >o(ial 
services  programs. 

The  second  threat  is  that  the  -earch  for  alternatives 
to  the  propertv  tax  will  lead  to  a  serious  deterioration 
in  the  fairness  of  local  tax  systems  and  North  CaroUna  s 
tax  system  as  a  whole.  For  example,  the  ]jer-household 
taxes  being  levied  in  the  gqiise  of  user  charges  are  far 
more  regressive  than  any  tax  or  charge  now  used  (see 
Figure  1).  And  allowing  cities  or  counties  to  use  taxes, 
such  as  pavroU  taxes,  whose  effect  is  to  exjtort  jiait  ol 
a  luiit's  tax  burden  to  residents  of  other  units  also  has 
serious  iniphcations  for  tax  fairness.  Although  a  pro- 
gi'essi\e  piggv-liack  income  tax  wdidd  make  the  system 
more  fail',  it  might  he  difficult  to  gain  local  acceptance 
of  such  a  tax. 

Gi\en  resistance  to  ]iropert\  tax  increases,  what  can 
be  done  to  help  local  officials  out  of  tlitir  bind  without 
causing  deterioiation  in  tax  fairness? 

The  seaicli  for  answers  to  that  questicm  should  be- 
gin by  examining  the  property  tax  itself,  and  the  role  it 
jjlavs  in  financing  pubhc  ser^ices  in  North  Carohna. 
Although  North  Carohna  has  gi-eatly  reduced  reliance 
on  the  |)ropertv  tax.  it  stdl  jilavs  a  \ital  role  because  it 
i>  till'  i>ul\  major  tax.  other  than  a  local  income  tax.  that 
is  tridv  local  in  nature  and  that  can  he  administered  cl- 
fectively  by  local  units.  Without  it.  there  woidd  be  no 
effective  and  adeipiate  means  by  wliich  local  miits  could 
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AflVcls  the  Tax  Burden*  of  Four  Repre»enlati\  e  Fauiilie? 
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—  Retail  sale^  tax 
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.Vores;  Tlie~e  tiiaires  ,-hoA\  the  etfects  of  raising  an  average  of  S50.00  froni  tour  reji- 
resentative  families  ( that  is.  a  total  of  -S200 1  usins  four  alternatn  e  revenue  sources. 
The  ujjper  tigiu-e  sho^vs  the  estimated  amount  paid  by  each  family.  The  lower  figure 
sho^vs  that  amount  as  a  percentage  i)f  familv  income.  Representative  families  are 
married  couples  with  two  children  \vho  tiwu  their  homes.  Tax  estimates  are  based 
on  spending  patterns  reported  in  the  I  .S.  Department  of  Labor  Surrey  of  Consumer 
Expenditure.  See  U.S.  Department  of  Labor.  AVus.  USDL  91-607.  Nov.  22.  1991. 

vai-%  thf  li'M'l  (it  taxatidii  they  place  ujkih  tlieif  nwn 
resident?  io  provide  the  le\"el  of  ser^^ce.'i  those  residents 
^yaiit  to  ha\e.  In  fact,  resistance  to  property  ta.\  m- 
creases  is  to  be  exjjected  precisely  because  the  property 
tax  is  the  oiih  major  local  la\  tinder  the  control  ot  lo- 
cal othcials. 

If  the  tax  is  gemiinclv  iinjiopidar.  Imwever.  it  may  lie 
important  to  understand  win  it  i-  tiiijinptilar.  It  due-  nut 
a]ipear  related  to  a  perception  that  the  tax  is  unfair. 
Lnder  the  most  imfa\orable  assimiptions  about  its  inci- 
dence, the  tax  woidd  tend  to  be  less  regressive  than  a 
retail  sales  tax  or  excise  tux  and  tar  less  re!Iressi^e  than 
a  per-hmisehold  charge,  ant!  some  economists  contend 
that  the  property  tax  is  a  progressi\"e  tax.'  Furthermore. 


propert\  taxes  in  Xorth  CaroUna  tentl  to  l)e  sidistantiallv 
louver  than  in  man\  ])arts  of  the  nation,  and  in  anv  gi\en 
year  the  great  majority  ot  local  units  ilo  hold  the  Une  on 
property  tax  rates." 

Several  other  reasons  might  explain  the  tax's  iui]io]in- 
larity.  First,  whereas  income  taxes  are  ^sitlilield  from 
paychecks  and  retail  sales  taxes  are  paid  in  small  amoimts 
wth  each  pnrcha-e.  manv  people  niii-t  pav  property 
taxes  in  a  hunp  stun  I  the  tax  i-  due  in  a  lump  :-inn.  Imt 
people  with  UKirtgago  u.-tiaUv  make  montldv  payments 
mto  their  escrow  accoimtsl.  .Anil  whereas  income  taxes 
increase  only  when  income  increases,  and  sales  taxes  in- 
crease only  when  taxable  purchases  increase,  property 
tax  UaliUities  are  not  tied  to  income — a  farmer  must  jiay 
de.spite  cro]i  los.-es.  and  retired  people  (in  tixeil  incdines 
are  sidiject  to  mcreased  taxes.  L  nlike  anv  other  tax. 
property  tax  HabOities  can  increase  suddenly,  as  a  residt 
of  revaluations. 

These  reasons  mav  or  may  not  provide  clues  to  solu- 
tions. ^  oidd  the  tax  be  less  resented,  or  more  resented, 
if  monthly  [layments  were  recpiired?  \^  ould  more  fre- 
ipieiit  re\altiatiiin«  redui'c  prutest-.  or  merely  increase 
the  freipiencv  of  protects.'  Une  shoidd  also  ask  whether 
relief  can  be  gi'anted  to  those  who  would  be  hurt  most  b} 
property  tax  increases.  North  Carohna  already  pro^^des 
a  homestead  exemption  for  the  elderly,  and  that  exemp- 
tion has  been  increased  frecpiently.  The  homestead  ex- 
em]ition  does  not.  however.  ].irotect  elderh  ]:ieople  from 
property  tax  increases.  To  do  that,  for  the  elderh  or  for 
others,  wdidd  retpiLre  another  apjiroaidi  that  actually 
ju-otects  people  from  haMUig  to  pay  more  than  a  set  per- 
centage of  their  income  in  property  taxes.  Such  an  ap- 
proach— the  circtiit-brcaker  appruai'h — has  been  used 
in  many  other  states,  liut  the  idea  has  ne\  er  gauied  -n]i- 
[lort  in  Xorth  Carolina." 

It  i>  important  to  recognize  that.  hi>torically.  the 
major  alternative  to  the  property  tax  has  been  not  the 
authoi-ization  of  more  local  taxes  but  greater  reHance  on 
statevnde  taxes  to  finance  statevnde  services  previously 
financed  by  local  government.-.  At  the  turn  of  the  cen- 
turv  the  pro]:ierty  tax  financed  most  of  the  costs  of  [udi- 
lic  services,  hicluding  tho>e  provided  by  the  state 
government.  In  \92]  the  (Tcneral  A-semblv  dehlierately 
adopted  the  poUcv  of  making  the  property  tax  a  local 
tax — it  aboUshed  the  state  property  tax  and  adopted  the 
state  personal  and  corjiorate  income  taxes  and  the  gaso- 
line tax.  I  nder  this  jiohcy  statennde  progTam-  xvotild  be 
financed  through  statewide  taxes,  and  local  services 
wotdd  be  financed  nuduly  tlu-ough  the  jiropertv  tax.  In 
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1931  and  1''33  the  state  radically  reduced  ill.-  lole  of  the 
pro]iert\  taxes  hv  sliiltiiiir  to  the  state  i;(p\eriiiiient  llie  re- 
spnnsiliility  lor  tinanemj:  puhUe  sclmuls.  comity  roads, 
anil  prisons.  Since  then  the  state  has  assumed  primary 
responsUiility  for  financing;  social  ser\ices  progi'ams.  the 
juchcial  system,  community  colleges,  and  many  health 
progi-ams.  Today,  state  tax  sources — the  largest  lieing  the 
jirogressiye  jiersonal  income  tax — account  tor  tliree- 
([uarteis  of  the  combined  tax  re\cniic  nl  tlie  state  and 
local  go\erniiieiits. 

The  piinciples  underlying  the  shiit  to  statewide 
financing  of  statewide  ser\ices  are  still  \ali(l  today.  To 
the  extent  that  local  imits  are  responsihie  for  financing 
ser\ices.  s|ien(ling  and  the  ([uantit\  and  ([iiality  of  ser- 
\ices  will  \av\.  and  the  liurden  oi  tinaiiciiig  those  ser- 
yices  will  lie  p'eatest  in  the  jioorer  units.  l'ro\iiling 
additional  tax  sources  will  not  liel]p.  Iieiau>e  poor  units 
lia\e  jioor  tax  bases.  Tax  fairness  and  tlic  need  to  jiro- 
\ide  uniform  and  adecfuate  progi'ams  in  education,  so- 
cial ser\ices.  and  other  programs  of  statewide  concern 
rerpiire  that  statewide  programs  be  financed  largeb 
from  state\dde  reyenues.  most  of  uliich  come  jidm  in- 
come taxes. 

Thus,  at  least  part  of  the  aiiswir  to  local  unit?  fiscal 
bind,  pailicularly  in  the  case  of  counties,  may  be  for  the 
state  to  ensure  that  serwes  that  are  nf  statewide  con- 
cern, such  as  school  construction  and  programs  for  the 
poor,  are  financed  ]irimaril\  through  statewide  taxes. 
It  would  not  be  -dund  to  relie\c  local  unit-  ol  all  re-pmi- 
sibilitx  for  tinaiKing  such  >er\icc>.  but  it  i»  important 


to  ensure  that  the  provision  of  those  kinds  of  ser^ices 
does  not  depend  solely  on  the  willingness  of  local  resi- 
dents to  pay  propert\  taxes.   *»• 

Notes 

1.  \n  exception  is  that  water  and  sewer  liiUs  nsually  contain  a 
small,  flat  charge  designated  as  an  adniinistrati\e  charge  or  IjlU- 
ing  fee. 

2.  1989  N.C.  Sess.  Laws.  eh.  .SHT. 

3.  1991  N.C.  Se,ss.  Laws.  eh.  6.i2. 

4.  1991  N".C.  Sess.  Laws.  eh.  .591.  Tliis  chapter  amended  North 
Carohiia  General  Statutes  (G..'s.  I  sections  ]60.\-314  and  1.53A-277. 
wliieli  authorize  fees  for  puMie  eiilerprises. 

.S.  G.S.  160A-311. 

6.  The  state  income  ta\  uses  the  lederal  dehnition  of  taxable 
income  but  makes  some  adjustments  in  the  size  of  personal  ex- 
emptions and  the  standard  deduction  and  imposes  a  different  set 
of  gi-aduated  tax  rates.  Although  the  state  income  ta\  rate  struc- 
ture is  not  graduated  stee]ily  according  to  taxable  income  (rates 
are  6.  7.  an<l  7.7.5  percent),  the  tax  is  jjrogressive  because  the  tax 
is  im])osed  on  most  forms  of  income;  liecaiise  ]iersonal  exemptions 
and  a  standard  deduelion  are  allowed,  thus  sheltermg  tlie  income 
ol  liiuer-ineoEiie  la\payr-;  and  lieiau>e  of  (hemoderatefy  gi'adu- 
ated  rate  structiu'e. 

7.  For  a  discussion,  m'c  llein\  ,|.  \aniii.  11  ha  I'ays  the  Prop- 
erty TaxY:  .1  \en  1  leic  (Washington:  Urookings  Institntion. 
19751. 

8.  For  e\am|ple.  onl\  1(1.9  ppTcent  of  nunheipahties  increased 
pro]ierty  tax  rates  in  1991.  North  (iarolina  League  of  Miniiei]iali- 
ties.  Resiillf  of  the  1991  \ortli  CaroliiHi  Municipal  Tax  Rates  and 
Budget  Adjustments  Surrey  (Raleigh:  NCLM.  August  20.  1991). 

9.  See  Charles  1).  Liner.  "Proiierty  Tax  ReUef  througfi  a  Cir- 
cuit-Breaker System."  Popular  Gorernmeiit  13  (Fall  1977):  28- 
31.47. 
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Pallia  Few 


The  (jci\t'iriiiit'iit  Kiniirice  Officers'  Association 
(GFOA  I  \\vanl>  Proirraiii  fur  Distingiiisheil  Biiil<;et  Pre- 
sentation oriinnated  from  a  desire  on  the  part  (tf  hudijet 
professionals  across  tlie  I  nited  States  to  advance  tlie 
concept  that  there  ai'c  identihahle  elements  that  are  es- 
sential in  a  ;; I  liudjiet  doiumcnt.'  The  (JFOA  uiitiated 

the   hudizet    auard-    pT-(ii;ram    in   the   >]irinL'   nl    l")i")l. 


T/if  iiutliiir  is  tlic  hii(li:rl  iiiKilyst  far  the  Idiiii  of  ('ar\.  \orlh 
('iirdlinii. 


modehng  llie  mechanio  of  ap]ihcation  and  peer  review 
on  GFOA  s  alreadv  existing:  Gcrtificate  of  Conformance 
in  Financial  Heportinj;  Proi.Tam.  There  is  a  cliief  dilfer- 
ence  hetucen  the  two  awards  procn-ams.  however.  To 
encompass  the  many  \arieties  of  lindfict  ]presentation — 
randn^  Ironi  line  item  hudfiets  to  jirofiram  hudgets  to  zero 
lia-e  liud^ets — the  e\ahiation  criteria  fur  the  hndi't't 
awai'd-  jircipam  are  hased  mncli  mni-e  liroadh  than 
those  for  the  financial  rejiorting  pro;.'ram.  The  hudp-t 
awards  ]jrogi-ani  criteria  recognize  that  there  is  no  one 
"good  "  Imdget  fomiat:  \arioiis  jnrisdictions  may  utifize 
different  methods  of  effectivelv  j)resenting  hndget  infor- 
mation to  their  constituencio. 

Thci-c  are  several  additional  |poiiit>  worth  noting  at 
the  liegiiniing  of  anv  discussion  of  GF( )  \'>  hudget  awards 
progi-am.  First,  the  program  re\iews  only  operating  hud- 
gets.  If  separate  capital  hndget  documents  are  prepared, 
they  may  he  sent  along  with  the  ap]ilication  materials: 
hut  the  operating  budget  iiui>t  prii\ide  some  chscussion 
of  ca]iital  hiidgeting  as  well.  .Also,  the  award  is  for  hnd- 
get jirc^cntation  and  does  not  attest  to  the  financial  con- 
dition of  the  applicant  jurischction  or  the  efficacy  of  the 
budget  process. 

The  first  awards  were  gnanteil  for  fiscal  year  f986-i)7 
budget  dcpcinnent>.  Between  that  time  and  December  1. 
IWl.  a  total  of  se\entccn  jui'i>dictiiin-  in  ^llrth  (!aro- 
lina  recei\  cd  the  GFOA  budget  award  at  least  once:  se\  en 
counties  ((.abarrus.  Catawba.  Durham.  Forsvth.  Meck- 
lenburg. Orange,  and  \^ake)  and  ten  cities  or  towns 
(Asheville.  Cary.  Durham.  Fayettexillc.  (jarner.  I.uni- 
]»ertoTi.  Raleigh.  Sanford.  \\  ilmington.  and  \\  in>ton- 
Saleml.  1  he  award  is  valid  for  one  vear  oul\  — 
jurisdicticin-  mn-t  -uhiiiit  a  builget  each  tixal  vear. 

Evaluation  Criteria 

Budgets  are  reviewed  u>ingf(iur  broad  (•ateg(iric>:  the 
budget  as  a  jiolicv  document.  a>  a  financial  plan,  as  a 
guide  to  o])erations.  and  a>  a  coimnuniiations  (le\ice. 
These  categories  ui  turn  cimtain  se\eral  evaluation  cri- 
teria. Each  hudget  is  sent  to  three  re\ie\vers  chosen  from 
jurisdictions  of  ap])roximately  sinulai'  size  but  not  from 
the  same  state  as  the  ap])licant.  The  reriewers  judge 
whelhcr  a  hudget  i>  "iirdlicient  in  nuTting  the  criteria 
in  the  four  categoi-ies  or  "does  not  sati>i\  the  criteria. 
The  re\iewers  also  judge  the  liudget  bv  rating  >e\cral 
designated  criteria  as  either  being  "opecialh  untahle 
iir  not:  that  is.  if  the  budget  satisfies  the  measure  al  all. 
it  autoinaticallv  achieves  this  rankini;. 
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Tlie  Budget  as  a  Policy  DociuiM'iit 

Five  criteria  are  used  to  jiiiljic  how  elosely  a  budget 
docimient  explains  policy: 

1.  A  coherent  statciniiil  olliiidifetary  |iohcies  should 
lie  included.  These  nia\  he  in  tlie  lorni  of  goals 
and  olpjectives.  stiategies.  or-  iithci-  mechanisnis. 
This  material  is  u>uall\  lound  near  the  heginning 
of  a  budget  document,  cilher  in  a  tiausiuittal  let- 
ter or  in  a  narrati\e  sununary  of  the  budget. 

2.  The  budgeting  jirocess  should  be  explained. 

3.  Basic  policy  ciiauges  should  be  described,  and  the 
substanti\e  impact  ol  llu>e  change*  on  ojier- 
ations.  ser\ice  lc\el>.  or  linanco  -honid  be 
ex|ilaine(l. 

4.  The  rationale  behind  policies  shoidd  be  ex- 
plained. It  is  not  necessar\  to  meet  this  criterion 
to  win  the  award,  but  if  it  is  lultilled.  an  "espe- 
cialK  notable"  rating  is  awarded  b)r  this  specific 
item. 

r>.  The  document  should  e\|ilain  how  policies,  par- 
ticiJarh  new  and  re\iscd  policies,  will  be  imple- 
mented and  monitored.  \n  ""especially  notable" 
rating  will  be  award<-d  il  this  criterion  is  ful- 
fillerl. 

Tlie  Biulgel  as  a  Fiiuuicial  Plan 

Ten  eritei-ia  are  reviewed  ui  e\ ablating  a  budget  s 
adecpiacy  as  a  financial  |)lan: 

1.  The  hnaneial  strircture  and  ojicrations  of  the 
government  shoidd  be  explained,  including  ma- 
jor- rcM'inie  sources,  how  linids  are  organized, 
and  others. 

2.  All  operating  funds  ^houlil  be  listed,  including 
internal  service  and  enterprise  lunils. 

3.  The  document  should  include  ])rojections  of  the 
unit's  financial  condition  at  the  end  of  the  pro- 
po.sed  fiscal  year,  including  year-end  liirrd  bal- 
ances, .surpluses,  or-  deficits. 

4.  The  budget  should  explain  any  conditions  or 
events  that  will  r-e(|uii-e  changes  in  o|pei-ations  to 
ensure  solvency.  If  the  document  fulfills  this  re- 
f[uirenient.  an  "es|>ecially  notable'  laliug  is 
awarded  for  this  item. 

.5.  Projections  of  the  current  year  s  financial  activ- 
ity should  be  prcsfiit.  along  with  the  prior  year  s 
actual  numbers  and  next  year's  budgeted. 


6.  Both  o[)ei-ating  and  capital  financing  elements 
should  be  included  in  the  dociimeut.  If  a  sepa- 
rate capital  butlget  document  exists,  the  operat- 
ing budget  should  explaui  the  relationship 
between  the  two. 

7.  A  suiiiniai-\  of  all  operations  and  huancing  activ- 
ity should  be  present. 

8.  Information  should  be  |)r-eseiited  in  a  such  a 
way  as  to  allow  measiireinent  of  budgetarv  per- 
formance or  jirogress  towar-d  meeting  budgetary 
goals. 

9.  Debt  management  should  be  discussed. 

10.  The  itasis  of  the  budget  should  be  exjilained.  for 
exainjilc  (icneralK  Aicepted  Accounting  Pi-in- 
ciples  (GA.41*)  or-  cash. 

Tlie  Budget  as  a  Guide  to  Operations 

Vi\f  criteria  are  used  to  i-e\  iew  the  budget  as  a  guide 
to  operations: 

1.  Relationships  between  oigani/ational  units  and 
progTams.  and  the  functions  they  perform, 
shoidd  be  explained. 

2.  The  budget  should  contain  an  organizational 
chart,  descriptive  |)ersonncl  information  and 
numbers,  and  enough  data  from  past  years  to 
jirovide  a  basis  for  comjiarison. 

3.  The  budget  should  explain  how  cajiital  spending 
decisions  will  affect  the  ojicratiiig  budget. 

4.  The  document  should  include  objectives  and 
perfonnance  measures  or  targets,  and  a])](ropri- 
ate  deadlines  should  be  specified.  An  ""esiiecially 
notable  rating  is  awarded  if  this  criterion  is 
met. 

.5.  The  budget  should  discuss  the  directions  giyeii  to 
de])artment  heads  or  sujiervisors  through  goals 
and  objectives,  statements  of  functions,  or  other 
ways.  If  the  document  fulfills  this  criterion,  an 
"especiallv  notable"  rating  is  given. 

Tlie  Budget  as  a  Conuiuuiicatioiis  De^^oe 

Twelve  items  are  evaluated  in  this  broad  category: 

1.  A  draft  of  the  budget  shoidd  be  available  to  the 
piAUc  prior  to  action  by  the  governing  body. 

2 .  The  1  jiidget  should  contain  summary  information 
for  use  liy  the  media  and  the  public. 

3.  The  document  should  not  use  <-ornplex  tecluiieal 
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How  to  Apply  for  the  GFOA 
Awai'd  for  Distinguished 
Budget  Presentation 

Governmental  units  considering  partieipation 
in  the  budget  awards  program  may  find  it  hel])fiil 
to  obtain  a  copy  of  the  apjihcation  materials. 
These  can  be  obtained  by  writing  the  GFOA  at  the 
foUo\ring  address: 

Go\ermiient  Finance  Officers'  Association 

180  N.  Michigan  Avenue 

Suite  800 

Chicago.  IL  60601-7476 

An  application  packet  will  be  sent  containing 
general  urformation  about  the  program  and  two 
forms  to  be  used  when  the  appUcation  is  sulimit- 
ted.  One  fonn  recjuests  some  basic  information  on 
the  budget  process  and  the  characteristics  of  the 
governmental  unit.  The  other  form,  entitled 
"Reviewer  s  Guide  to  Detailed  Criteria,  asks  the 
apphcant  to  specifv  page  nund)ers  in  the  Imdget 
docimient  where  examples  mav  be  foimd  for  each 
of  the  evaluation  criteria.  Both  of  these  forms  are 
utihzed  b\  the  reriewers  wlien  thev  rate  a  budget 
dociunent. 

It  is  then  up  to  the  applicant  to  send  all  of  the 
required  materials — four  cojiies  of  the  budget 
dociunent.  forms,  the  fee,  and  anv  supplemental 
material  (such  as  a  copy  of  the  Capital  Improve- 
ment Plan,  if  it  is  a  separate  document) — back  to 
the  GFOA.  Tliis  must  occur  no  more  than  ninetv 
davs  after  the  proposed  year  s  budget  is  legallv 
adopted  or  six  months  after  the  beginning  of  the 
fiscal  year.  The  budget  is  first  assigned  a  renew 
nujid)er.  which  is  communicated  back  to  the  ap- 
phcant. then  copies  are  sent  to  the  three  review- 
ers. It  usually  takes  at  least  four  months  from 
the  time  a  budget  is  receiv  ed  by  the  GFOA  for 
notilication  ot  the  award  to  lie  sent  liack  to  the 
jurisdiction. 

In  adfhtion  to  tins  information,  the  GFOA  pub- 
hshes  a  brochure  entitled  ■■Distinguished  Budget 
Presentation  Awards  Progi'ani:  'A  Report  Card 
for  Budgets.'  "  which  describes  the  evaluation  cri- 
teria, how  to  ajtjily  for  the  award,  and  how  to 
serve  as'  a  reviewer. 


language   that    a   rcaxinalilv    inlonned   readei' 

woidd  not  understantl. 
4.   A  transmittal  letter  or  budget  message  that  out- 

hnes    key    [lolicies    and    strategies    shoidd    be 

present. 
r).   The  budget  should  iiirlude  a  talile  of  contents,  an 

index,  or  lioth. 

6.  A  glossary  of  key  terms  shoidd  be  included. 

7.  Basic  units  of  the  i)U(lget.  whetiier  funil>.  pro- 
gi'ams.  dejiaiinient-.  or  othiT>.  -Iiould  l)e 
explained. 

8.  Sunple  cliarts  and  gi-a]ihs  should  lie  used  to  high- 
light ke\  relationshijis.  Interpietation  -hould 
accomjianv  these  charts  and  graphs. 

9.  Kev  revenue  sources  shoidd  be  disclosed,  and 
assiunptions  underlving  revenue  estimates  and 
kev  reveruif  trends  shoidd  be  explained. 

ID.  fhe  liiidget  documeiit  or  a|ipli(ation  materials 
shoidd  e\|ilain  ])rocedures  for  amending  the  hud- 
get  diu'ing  the  fiscal  vear. 

11.  Related  tinancial  and  ojierational  activitv  should 
be  cross-classified  or  cross-indexed  to  assist  the 
reader.  An  "esiiecialK  notable  ratingis  awarded 
if  this  criterion  i>  met. 

12.  Stati>tiral  and  sup|ileinental  data  -hould  be  in- 
cluded in  an  appendix  or  within  the  text. 

To  (piahtv  for  the  award,  a  luidget  dociinieiit  must 
receive  an  ovei'all  ratuig  of  "proficient "  from  at  least 
two  of  the  three  reviewers  for  a  first  submission,  and 
from  all  three  reviewers  for  anv  jiirisdiition  that  has 
submitted  its  budget  in  a  previous  vear.  \^  it  bin  the 
"proficient '  rating,  a  budget  dociunent  mav  be  ranked 
as  either  "acceptable  or  "distinctive,  and  vrithin  the 
■■(foes  not  satisfv  criteria  rating,  a  budget  mav  be  ei- 
ther "weak  or  "marginal.  Alter  assigning  a  rating  to 
each  individual  criterion  within  one  of  the  four  iiiajor 
categories,  reviewers  give  each  categorv  a  rating.  1  his 
ratingis  based  on  where  the  iiiaioiitv  ol  rankings  within 
that  particidar  category  fall.  For  example,  in  reviewing 
a  budget  as  a  communications  device,  thire  items  mav 
be  "marginal,  six  "ae(e|italilf.  and  three  "distinc- 
ti\i-.  In  this  ,  ase  a  rating  of  ■■acceplaliii-  norrnaliv 
would  be  assigned  to  that  eategory.  Once  the  four  cat- 
egories have  received  a  rating,  the  reviewers  give  the 
budget  an  overall  rating.  There  is  some  room  for  a 
reviewer  s  sidjjective  judgment  in  the  ratuig  piDcess. 
and  each  reviewer  must  know  wliich  elements,  if  ])resent 
in  a  budget  document,  meet  his  or  her  expectations  for 
each  rankin;;  in  each  catciiorv. 
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\^  iiiiiers  receive  a  eiijix  nl  (lie  award  l<ii'  u^c  in  the 
upcoming  l)iulj;et  doeiinient  and  an  award  i)la([ue.  Re- 
gardless of  whether  a  hiulget  (juahlies  tor  tlie  hiulget 
award,  all  comments  and  suggestions  are  sent  hack  to 
the  ajijilicant.  This  mav  lie  disconcerting  to  tlie  tii'st- 
time  a]i]ihcant.  a>  re\iewers  tend  to  he  lii'utailv  honest 
in  explaining  wh\  a  liudget  iails  to  meet  tlie  e\aluation 
criteria.  Even  if  a  hudget  does  aclueve  the  award,  re- 
\iewers  alwavs  make  iiseiid  suggestions  toi-  luitiier 
improvements. 

Benefits  aiul  Costs  of  Participating 
ill  the  Awards  Progi*aiii 

\\  hat  are  the  henetit>  ol  |iaitici]iating  in  tlie  liudget 
awards  progi-amy  Is  it  woi'thwhilc  to  di-\ote  the  neces- 
sarv  time  and  effort  to  include  all  the  retjiiired  elements 
into  a  hudget  document  to  ipialitv  for  the  award?  There 
are  several  concrete  henefits  that  arise  from  sulimitting 
a  hudget  for  review  aho\t'  and  lies  olid  tho>e  that  accrue 
from  actlialK  recei\  iiig  the  award.  The  first  >iiili  lienelit 
is  the  Lmpro\  ement  in  the  budget  document  that  will  in- 
e\itahly  occur.  By  making  necessary  revisions  and  ad- 
iHtions  to  a  budget  to  meet  tliee\aliiatioii  criteria,  a  more 
professional  and  intormati\e  document  will  be  produced, 
one  that  confiirm>  to  common  >taiidards  in  the  budget- 
ing field.  In  addition,  the  proci>-  of  producing  a  liudget 
dociunent  to  meet  (jFOA  >taiidard>  often  improves  the 
basic  budgeting  process:  departments  pnn  ide  more  and 
better  information,  budget  preparers  gi\e  more  thought 
to  the  operational  effects  of  capital  sjiending.  and  per- 
formance goals  are  established,  to  name  some  examples. 

The  mechanics  of  the  award  process  allow  a 
juris(Uction  s  hudget  proces>  and  documents  to  iiiiprii\e 
continuallv  with  each  vear  of  parti(  ipation  in  the  pro- 
gram. Tliis  is  due  to  the  annual  nature  of  the  aw  ard — it 
is  only  valid  for  the  vear  in  wliich  it  is  granted.  A  gov- 
ernmental unit  must  reapply  for  the  award  each  year  and 
is  re([uired  to  respond  sjiecificaUv  to  reviewer  comments 
and  sugge>tions  made  the  jirevious  vear.  This  feature  of 
the  program  ensuro  that  <'\eii  an  i-\i-iii|ihii\  budget 
document  will  continue  to  improxc. 

-Vnother  benefit  of  partii  ipation  in  the  awards  pro- 
gram is  the  better  Lnformation  for  the  media  and  other 
outside  entities — such  as  bond  rating  agencies — pro- 
duced in  a  liudget  that  conforms  to  fiFOA  standards. 
Receijit  of  the  budget  award  is  ail  indication  to  outside 
agencies  that  budgeting  is  dmn-  prolc»ioiiail\  and  re- 
sponsiljlv.   Bv  carefullv   oigani/iiig  and   planning  the 


Observations  of  a  GFOA 
Budget  Reviewer 

Ha\ing  served  as  a  reviewer  for  the  GFOA 
Awards  Program  for  Distinguished  Budget  Presen- 
tation for  the  past  several  years,  I  woidd  like  to 
offer  some  comments  from  a  reviewer's  perspec- 
tive. Duiing  most  years,  I  receive  eight  or  nine 
budgets  to  rate.  The  program  allows  reviewers  to 
take  several  months  off  during  the  year,  an  option 
I  have  chosen  so  1  can  avoid  recei\ins  budgets  diir- 
ing  my  busiest  times.  Budgets  from  Canadian  prov- 
inces, sewer  districts,  school  districts,  cities,  towns, 
and  counties  have  been  sent  to  me.  and  I  have 
learned  something  of  use  and  interest  from  each  of 
them.  Some  are  offset  printed  with  color  graphics 
on  shin)  paper,  wiule  others  are  typed  and  bound 
by  hand.  Exceptional  budget  docmneuts  have  come 
to  me  from  both  small  towns  and  large  coimties. 
By  noting  and  borrowing  some  of  the  good  ideas 
that  I  have  found  in  other  budget  documents,  my 
jurisdiction's  budget  process  and  budget  docu- 
ments have  improved.  Also,  it  has  lieen  extremely 
interesting  to  learn  how  local  governments  in  states 
that  have  property  tax  caps  (such  as  California) 
have  devised  imaginative  new  revenue  sources.  I 
also  have  seen  how  juristlictions  in  the  Northeast 
and  Midwest  with  sharjily  dechning  tax  bases  have 
pared  down  ojierations  to  balance  their  budgets. 
Speaking  from  my  own  personal  experience,  I 
woiUd  encourage  others  w  ho  work  in  budgeting  to 
become  involved  in  the  GFO.\  budget  awards  pro- 
gram as  reviewers.  For  me,  the  benefits  have  far 
outweighed  the  time  and  effort  I  have  contributed. 

— Paula  Fete 


information  contained  in  a  liudget.  it  becomes  a  vital  part 
of  the  program  planning  process  for  the  government  as 
a  whole  and  for  its  coiii|ioiieiit  de]iaitiiiciit>  or  |irograms. 
The  GFOA  budget  award  criteiia  encourage  units  to  lie- 
giu  the  butlget  process  by  setting  strategic  goals  and  ob- 
jectives and  using  them  to  determine  the  future  course 
of  govermnental  progi-ams  and  ])rojects.  Once  goals  are 
estabUshed.  thev  are  made  o])erational  through  the  bud- 
get and  are  implemented  over  the  course  of  the  vear. 

A  final  benefit  of  parfi(  ijiatioii  i>  the  inloiiiiatioii  that 
coine>  back  IVom  GFOA  rc\icwi  i>  Iniiii  iro\ernmeiital 
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Recent  Publications 


ofth 


i^4n 


stitute  of  Government 


Notary  Public  Guidebook  for  North  Carolina. 

Sixth  edition 

William  A.  Campbell.  87  pages.  [90.30]  ISBN  1-56011-186-0.  S5.00. 

Law  of  Sentencing,  Probation,  and  Parole  in 
North  Carolina 

Stevens  H.  Clarke.  191  pages.  [91.04]  ISBN  1-56011-191-7.  $13.50. 

Construction  Contracts  with  North  Carolina 
Local  Governments.  Second  edition 

A.  Fleming  Bell.  II.  54  pages.  [91.01]  ISBN  1-56011-188-7.  $8.00. 

1991-1992  Finance  Calendar 

of  Duties  for  City  and  County  Officials 

Prepared  by  David  M.  Lawrence.  8  pages.  [91.05]  ISBN  1-5601 1- 
194-1.  $4.50. 

A  Review  of  the  Constitutionality  of  the 
North  Carolina  In  Remlax  Lien  Foreclosure 
Procedure 

Leslie  J,  Hagin  and  William  A.  Campbell.  19  pages.  Special  Series 
No  6  ISBN  1-56011-190-0.  $10.00. 

Carolina  County,  North  Carolina, 
Comprehensive  Annual  Financial  Report 
for  the  Fiscal  Year  Ended  June  30, 19X1 

Prepared  by  the  Fiscal  Management  Section  of  the  Department  of 
State  Treasurer  and  S.  Grady  Fullerton.  142  pages.  [91.03] 
ISBN  1-5601 1-192-5  $28.00. 

An  Outline  of  Statutory  Provisions  Controlling 
Purchasing  by  Local  Governments  in  North 
Carolina.  1990  edition 

Warren  Jake  Wicker.  16  pages.  [90.27]  ISBN  1-56011-183-6.  $4.00. 


Orders  and  inquiries  should  be  sent  to  the  Publications  Office,  Institute  of 
Government.  CB#  3330  Knapp  Building.  UNC-CH,  Chapel  Hill,  NC  27599- 
3330.  Please  include  a  check  or  purchase  order  for  the  amount  of  the  or- 
der plus  6  percent  sales  tax:  A  complete  publications  catalog  is  available 
from,  the  Publications  Office  on  request.  For  a  copy,  call  (919)  966-4119 


unit-  ni  >iniil;ir  size.  The  comnuMits  uiid  suggestions  for 
iiii])rovements  made  li\  these  re\iewers  are  most  helpfiJ: 
reviewers  often  are  ahle  to  (h'aw  on  the  experienee  of 
having  seen  a  variety  of  budget  presentations. 

Tliere  also  are  -oiiie  costs  invol\ed  in  suhniitting  a 
liudget  tor  the  (,K)A  awards  ])rogi-ani.  One  of  tiiese  is 
tlie  staff  time  and  effort  involved  in  incorporating  aU  of 
tlie  evaluation  criteria  into  the  hudget  docimient.  Manv 
governmental  units,  jiarticidarly  smaller  ones,  view  this 
as  a  daimting  task.  (  hice  the  hudget  document  is  suh- 
jected  to  internal  revision  and  a  dociniient  is  produced, 
however,  even  if  the  hudget  doe~  not  uin  the  award  on 
its  initial  sidimis>ion.  the  heljiful  reviewer  C(jnmients  and 
the  tact  that  most  of  the  gioundwork  has  been  laid  wiU 
make  subsequent  ajipUcations  much  less  time  consum- 
ing;. \^  ith  compiitei'  technologv  available  in  even  the 
-malle-t  go\ernniental  units,  information  mav  he  stored 
and  simplv  updated  each  year  instead  of  ha\ing  to  start 
o\ei-  again. 

The  a]jjihcation  fee  charged  by  the  GFOA  is  a  cost  that 
should  be  considered  when  decifhng  to  partici])ate  in  the 
budget  awards  progi-am.  Tliis  fee  is  based  u])on  the  dol- 
lar amount  of  the  total  budget  of  the  a]i])licant  and  runs 
from  -^12.1  for  a  (jFOA  member  jnri-diction  with  a  total 
budget  of  under  •'^1(1  miUiou.  to  S.idO  for  a  GF(J-\  mem- 
ber jurisdiction  with  a  total  budget  of  over  .S.500  million. 
Also.  Iiecause  foiu'  copies  of  a  juri.schction's  budget  docu- 
ment nuist  be  mailed  to  the  GF(.)A.  piinting  and  binding 
costs  mav  neerl  to  he  weighed  along  with  the  other  costs 
in  making  a  decision  to  submit  a  budget  for  the  awai'd. 

Conclusion 

For  the  ])ast  eight  vears.  GFO.\  s  awards  ]))-ogi-am  for 
distinguished  budiiet  jiresentation  has  hel])ed  local  go\- 
ei-nment-  throughout  the  L  luted  .^tate>  improve  thtir 
budget  dociHiient-  and  their  judcesses  for  develojiing 
those  documents.  Local  jiuisthctions  are  not  the  oidv  ones 
working  (jii  improvement,  however.  The  GFO.\  itself  is 
currentK  in  the  process  of  revising  the  jirogi'ani.  In  jiar- 
tiiidai'.  the  e\aluation  criteria  lor  the  pi-ogram  are  be- 
ing clarified  or  othenWse  impro\ed  ai.d  the  ad<lition  of 
mandatorv  criteria  is  being  considered,  (ihanges  to  ihe 
award-  program  mav  he  forthcoming  witlun  a  year.   •»♦ 


Notes 
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Mason  Tlioiiias  Retii*es 

We  the  friejuh  and  fellow  workers  of  Mason  Page  Thomas.  Jr..  e.xpress 
our  appreciation  for  his  steadfast  service  to  the  Institute  of  Government  and 
the  state  o/  \orf/i  Carolina  in  five  decades  of  this  century  and  under  three 
directors  of  the  Institute. 

First  appointed  to  the  Institute  by  Albert  Coates  in  1951.  and  then  re- 
appointed by  John  Sanders  in  1965,  he  drew  on  a  rich  store  of  experience 
as  judge  and  counselor  with  domestic  relations  courts  in  taking  the 
Institute's  programs  to  Morth  Carolina. 

As  a  home-grown  iSorth  Carolina  lawyer  and  social  worker.  Mason 
Thomas  created  the  Institute  s  work  in  juvenile  corrections  and  expanded 
its  work  greatly  in  social  services.  Hia  strong  written  work  will  hve  in  guide- 
books, articles,  and  important  legislation,  but  he  u'ill  be  remembered  espe- 
cially for  his  determination  to  carry  the  Institute  to  county  social  services 
boards,  social  services  workers,  and  juve?ule  services  offices. 

Mason  Thom<is  is  an  academic  ivho  cares  deeply  for  people.  His  friend- 
slii]).  his  contagious  enthusiasm,  his  forthright  i(h'(dism.  and  his  compassion 
are  the  treasures  that  he  leaves  irith  us. 


n^iHIl 


The  text  ([noted  almxe  apiieared 
(111  a  eertificate  presented  to  Mason 
P.  Thomas.  Jr.,  who  retired  from 
the  Institute  of  Government  on  Feli- 
luarv  1.  1992.  In  presentinj;  this 
eertificate.  Tlidmas  s  friends  and 
eoUeai^iies  w  ere  recognizing  liis  man) 
years  of  service  to  the  Institute  of 
Government  and  to  the  [leople  of 
North  Carolina. 

^ith  Thomas's  retirement,  a  li- 
In'arv  of  knowledge  and  experience 
relating  to  human  services  and  the 
law  dejiartcd  the  Institute  of  Gov- 
ernment. Smce  1965  Thomas  had 
heen  on  the  Institute's  facidty  spe- 
ciaUzing  in  social  services  law  and 
juvenile  law  and  corrections.  In  re- 
cent years,  he  also  did  suhstantial 
work  in  the  area  of  laws  affecting  the 
elderly.  Thomas  ljr(jught  to  liis  legal 
work  at  the  Institute  a  special  capac- 
ity for  viewing  laws  in  relation  to  the 
"real  hie"  needs  of  the  [)eo]ile  tliev 
affect  and  of  the  jieople  who  are 
charged  with  implementing  them .  I  ii 
the  1950s  and  early  1960s  Thomas 
worked  as  a  child  wellare  case- 
woi'ker  in  North  Carohnas  puhhc 


social  services  system,  as  a  coun- 
selor-sohcitor  in  the  Gaston  Coiuity 
Domestic  Relations  and  Juvenile 
Gourt.  and  as  a  judge  in  the  \^ake 
County  Domestic  Relations  and  Ju- 
'  enile  Court. 

Thomas  savs  these  experiences 
were  invaluable  to  liis  later  work. 
His  social  w(n'k  experience  gave  liim 
an  understanding  of  ]>eople  in  pov- 
erty and  others  who  have  spe(ial 
needs  for  government  assistance.  His 
judicial  experience  gave  liim  an  un- 
derstanding of  how  peo])le  work 
witliin  the  court  system  and  how  au- 
thority and  power  can  be  used  to 
help  ])eople.es]iecially  young  jieople, 
become  more  res|)oiisilile.  He  learned 
early  how  to  communicate  well  with 
peo])le  at  all  levels,  and  he  learned 
the  unjxirtance  ot  coimniuiication  in 
maldng  governmental  intervention 
and  assistance  effective. 

As  a  member  of  the  Institute  of 
(H)V(^rninent  faculty.  Thomas  heljied 
innniiieialde  others — both  those  in 
power  and  those  in  service-]irovid- 
ing  ])ositions — to  learn  those  same 
lessons.  He  also  saw,  and  helped 


Mason  P.   I  li(.iiia>.  Jr. 

shape,  many  changes  in  juvenile  and 
social  services  laws  and  in  the  social 
services  and  judicial  systems  in 
wliicli  those  laws  ojierate. 

Asked  about  the  liiglilights  of  liis 
career,  Thomas  points  to  his  work 
with  legislative  committees  and  com- 
missions. He  jiarticipated  in  the 
drafting  of  the  state's  Juvenile  Code 
in  the  late  1960s  and  worked  with  the 
Juvenile  Code  Revision  Commission 
when  the  code  was  lewiitten  in  1979. 
He  also  particijiated  in  two  rewrites 
(jf  North  Carohnas  social  services 
laws.  He  recalls  being  asked  to  draft 
the  state's  first  cliild  abuse  report- 
mg  law  and  notes  the  tremendous 
mcrease  in  attention  to  cliildrens 
issues  over  the  course  of  liis  career. 
Even  now  Thomas  sei'ves  on  a  com- 
mittee of  the  General  Statutes  Com- 
mission that  is  drafting  a  proposed 
new  adoptions  law. 

Another  liiglihght,  Thomas  says, 
has  heen  his  work  with  county  so(ial 
services  hoards.  He  has  watched 
these  local  volunti^er  i  itizen  leaders 
become  more  and  more  sopliisti- 
cated  in  their  ideas  and  their  needs. 
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He  has  found  it  a  rfuanlin^  rlial- 
lfni;f  t(i  lu'l]i  f<luratf  and  train 
lj(ianl  members  and  to  liei|i  tliem 
and  county  social  services  director* 
define  their  roles  in  relation  to  an 
increasingly  complex  social  ser\  ices 
system.  He  has  facilitated  hoard  re- 
treats and  proWded  other  >er\  ici'>  to 
hoards  across  the  state. 

Thomas  has  received  many 
awards  and  honors,  .\jiioni!  those 
that  meant  the  most  to  him  were  the 
establislmient  by  the  state  Di\ision 
of  li  outh  Ser\ices  of  a  Mason  Tho- 
mas Award  to  recojniize  the  mo>t 
distinguished  gradnate  ol  tin-  dix- 
ision's  basic  trainin;;  course  and  the 
Distingiushed  J^ervice  Award  that  he 
received  frcmi  the  North  (Carolina 
Juvenile  SerWces  Association. 

Thomas  has  retired  from  the  fac- 
ulty, but  not  from  the  kind  of  work 
that  he  has  cared  about  fir  -o  Ion?;. 
He  is  in  the  process  of  conipletiuii  a 
new  edition  of  liis  book  The  Law  and 
the  Elderly  in  A  orth  Carohna .  work- 
ing on  a  chapter  of  a  1 k  a  bunt  the 

history  of  the  state  court  >ystem  s 
juvenile  ser\ices  program,  and  re- 
searcliing  material  tor  anothei-  book 
on  the  lustorv  of  juvenile  ser\  ices  in 
North  Carolina  and  the  I  nited 
States.  Thomas  said  thai  until  he 
started  that  last  ]ii'oject.  he  ihouglit 
he  knew  abnut  all  he  needed  to  know 
in  that  field.  Hut  his  face  lit  up  a>  he 
talked  about  the  "wealth  of  laxiuat- 
tng  information"  he  was  discovering. 

Thomas's  love  of  learning,  of 
teacliuig.  and  of  applying  knowledge 
to  the  betterment  of  the  iii'ediest  of 
the  state  s  citizens  is  ]iart  of  what  his 
friends  and  colleagues  cherish  most 
about  liim.  W  e  will  miss  hi>  knowl- 
edge and  the  eariui;  -|iiril  in  which 
it  was  shared.  — Jitnct   l/i/,so/i 


Facility  Changes  at 
the  Listitiite 


Tins  winter  the  Institute  of  Gov- 
ernment xvelcomed  Margaret  S. 
Carlson  and  Terr\  L.  Roberts  as 
members  of  the  faculty,  (airlson 
joins  the  Institute  from  Michigan 
and  will  be  working  in  the  area  of 
pubhc  management.  Robert>  has 
been  with  the  Institute  part  time  for 
two  years,  first  as  a  teaching  assist- 
ant and  then  as  a  visiting  lectiuvr. 
and  is  now  a  permanent  mendier  of 
the  Principals'  E\ecuti\t'  Piograin 
faculty. 

Peg  Carlson  graduated  -uiiuua 
cum  laude  fi-om  the  I  ui\cr-ity  of 
Minnesota  in  198.'^  with  a  bachelor  s 
degiTe  in  psvehologs .  She  received 
a  master  s  degree  fi'om  the  I  nivei- 
sitv  of  Miclugan  in  1988  and  cin- 
rentlv  is  completing  her  doctoral 
degi'ee  in  organizational  ]isvcholog\ 
from  Miclugan.  ( iarlson  ha>  taught, 
consulted,  and  conducted  roearch 
in  many  areas  of  manai'ement.  in- 
cluiling  conmuinication.  team  build- 
ing, and  perf(jrmancc  a|i|irai-al.  She 


has  helped  cor])oration>  inijilement 
large-scale  organizational  change 
and  has  taught  in  e\eciiti\e'  educa- 
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The 

Precinct 

Manual 

1992 

Robert  P.  Joyce 

The  basic  source  book  for  precinct 
officials,  thiis  revised  manual  should  be 
found  in  the  office  of  every  precinct 
officer,  registrar,  judge,  and  library 
deputy.  In  addition,  the  General  As- 
sembly now  requires  county  boards  of 
election  to  give  all  special  registration 
commissioners  the  same  instructions 
that  are  given  to  precinct  officials,  so 
they  will  need  copies  as  well.  [91.12] 
ISBN  1-56011-196-8.  $4.50. 


North 
Carolina 
Legislation 
1991 

Edited  by  Joseph  S.  Ferrell 

The  Institute  of  Government's  annual 
wrap-up  of  the  North  Carolina  General 
Assembly  session.  (See  the  ad  on 
page  29.)  [91.11]  ISBN  1-56011-195- 
X.  $20.00. 
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The  North  Carolina 
Executive  Budget  Act 
Topically  Arranged. 

Ninth  Edition,  1991 

Edited  by  John  L.  Sanders 
and  John  F.  Lomax,  Jr. 

This  publication  presents  the  full  text  of 
the  Executive  Budget  Act,  rearranged 
in  a  logical  order  that  makes  it  easier 
to  understand  the  budget  processes 
and  to  find  desired  provisions.  Anyone 
who  wants  a  better  understanding  of 
the  legal  framework  of  state  budgeting 
and  the  budgetary  roles  of  the  gover- 
nor and  the  General  Assembly  will  find 
this  book  helpful.  [90.28]  ISBN  1- 
56011-184-4.  $7.50. 


Chart  of  the 
Administrative 
Organization  of 
North  Carolina 
State  Government. 

1991  Edition 

Compiled  by  Stephen  Allred 

A  comprehensive  guide  to  North 
Carolina's  government  agencies,  in- 
cluding commissions,  boards,  com- 
mittees, councils,  and  authorities.  (See 
the  ad  on  page  21.)  [90.16]  ISBN  1- 
56011-174-7.  $5.00. 


County 

Salaries 

in  North 

Carolina 

1992 

Compiled  by  Carol  S.  Burgess 

A  tool  for  elected  and  appointed  offi- 
cials when  they  review  personnel  poli- 
cies, this  annual  publication  of  the  In- 
stitute of  Government  lists  for  each  of 
the  100  North  Carolina  counties  (1) 
population,  (2)  total  tax  valuation,  and 
(3)  salaries  for  fifty-three  appointive 
and  four  elective  positions.  This  survey 
also  gives  fringe  benefits  and  travel 
allowances  for  the  1991-92  fiscal  year. 
[91.15]  ISBN  1-56011-199-2.  $12.50. 


To  order 

Orders  and  inquiries  should  be 
sent  to  the  Publications  Office, 
Institute  of  Government,  CB# 
3330  Knapp  Building,  UNC-CH, 
Chapel  Hill,  NC  27599-3330. 
Please  include  a  check  or  pur- 
chase order  for  the  amount  of  the 
order  plus  6  percent  sales  tax.  A 
complete  publications  catalog  is 
available  from  the  Publications  Of- 
fice on  request.  For  a  copy,  call 
(919)966-4119. 
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